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; *TODAY’S MAN-MADE BUSINESS CYCLE 
. Forces Active In 1929 vs. Those Operating Today 
With Forecast of Business Investment Trends 
By HOWARD NICHOLSON 


TRANSFORMATION IN THE AMERICAN CAPITAL IN 
OHIO VALLEY OPENS NEW CANADA AND CANADIAN 
VISTAS OF OPPORTUNITY PLANTS IN THE U.S.A. 


By HAROLD WEILAND By..V. L. HOROTH 





Only STEEL can do 
SO many jobs 
SO well 


HomemadeChurch.a group | 
of members banded _ to- / 
gether in the oil fields of | oS . 4 
Oklahoma and built this : ~~ \aee 

simple and beautiful 
church. The 12 delicate 
trusses are made from steel 
drill pipe and line pipe. 
The church seats 300, and 
it cost only $20,000. 
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Acid Catcher. This queer-looking de- Bridge Made From Pipe. This railroad bridge 
vice removes sulfuric acid from gases crosses a flood control drainage ditch at Hayward, 
in chemical processing. Because the California. Each bridge section is a piece of con- 
acid is so corrosive, the catcher is crete pipe, reinforced with tough bars made from his trade-mark is your guide to quality steel 
made from USS Stainless Steel. USS Steel. 

Notice the intricate forming opera- 


tions done by the skilled fabricators. u a IT E D § TAT $ $ ST Et 4 L 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa. 














AMERICAN BRIDGE... AMERICAN STEEL & WIRE and CYCLONE FENCE... COLUMBIA-GENEVA STEEL... CONSOLIDATED WESTERN STEEL... GERRARD STEEL STRAPPING... NATIONAL TUBE 
OIL WELL SUPPLY... TENNESSEE COAL & IRON... UNITED STATES STEEL PRODUCTS....UNITED STATES STEEL SUPPLY... Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. « UNION SUPPLY COMPANY - UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY’ 6-1233 


SEE the United States Steel Hour. It’s a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and station. 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends 


ORIGINAL PREFERRED STOCK 
Dividend No. 188 
60 cents per shore. 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 37 

27 cents per shore. 


The above dividends are pay- 
able June 30, 1956, to stock- 
holders of record June 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 30. 


P, C, HALE, Treasurer 


May 18, 1956 





INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


20 North Wacker Drive, Chicago 6 


QUARTERLY DIVIDENDS 


4% Cumulative Preferred Stock 


57th Consecutive Regular 
Quarterly Dividend of 
One Dollar ($1.00) per Share 


$5.00 Par Value Common Stock 


Forty Cents (40¢) per Share 














Vice President, Financial Division 
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IT ANSWERS THE TELEPHONE WHEN YOU‘RE OUT. The Automatic Answering and Recording Set takes and gives messages. 


Especially valuable for professional people, retail stores, contractors, TV repair shops, offices in homes and when offices are closed. 





Another New Telephone Service 


for Business 


Growing use of telephone aided by new equipment introduced by Bell System 


The past few years have brought a great growth in 
the use of the telephone—especially in services for 
business and industry. 


In addition to speech, and teletypewriter messages, 
Bell System lines now carry electrical signals for re- 
mote control and managing of industrial equipment, 
and also for transmitting data of many kinds between 


business machines. 


Along with new services there have been interest- 
ing and exciting new things in equipment. One that 
is becoming increasingly popular is the Automatic 
Answering and Recording Set. 


BELL TELEPHONE SYSTEM 


This is a compact unit connected with your tele- 
phone. It answers your phone automatically even 
when you are out, gives callers a recorded message in 
your own voice, and lets them leave messages, orders 
or instructions for you to play back when you return. 

It is available at a moderate monthly rental and is 
a real bargain for many users. 

The Automatic Answering and Recording Set, and 
the many other new service items, have come out of 
an accelerated program to meet the needs of our cus- 
tomers and to make telephone service more useful and 


profitable for everyone. 
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The Trend of Events 


IT’S ALL WRONG .... A fellow named Kefauver or a 
man named Stevenson might be the next President 
of the United States. We mention Senator Kefauver 
and Adlai Stevenson because they have been occu- 
pied these many months in a grueling campaign that 
has taken them from border to border and coast to 
coast, an itinerary that makes no sense in the Elec- 
tronics Age. 

They have been reduced to patting babies’ heads 
(for the news cameras) in rural villages, shaking 
hands of strangers in Ye Eate Shoppe and manne- 
quins in apparel shops, introducing themselves to 
strange ladies on street corners and mounting court- 
house steps around this big nation to speak a few 
innocuous words. 

It occurs to us that the man who fails of the Demo- 
cratic nomination will be the lucky one. The nominee, 
no doubt, will be forced to go through this be- 
littling routine again in the hot summer months that 
precede the General Election in November. 

He will be forced to say again and again the same 
thing on the same issue in order to please precinct 
leaders. One is forced to wonder whether the stamina 
of any man would not be sapped so badly that he 
would qualify better as a candidate for a sanitarium 
than the incumbency of the 


weeks and then not binding the state to the winning 
candidate. 

Television and radio, added to the written word, 
have wrought vast changes in our society. While 
the politicos use mass media, they go on doing things 
as though little had been altered, as reflected in the 
cracker-barrel, whistle-stop technique. While it is 
true that the Republicans have been spared the 
ordeal this year, it is due only to the fact that 
President Eisenhower has consented to seek re-elec- 
tion. Otherwise a wide-open race for the G. O. P. 
nomination would have ensued along the lines now 
employed by Democratic hopefuls. 

While it is too late to overhaul the electoral mech- 
anism for the upcoming election, the major parties 
would do well to set to work on changes that would 
be less wearying to the voters and the candidates. 

They might, as an example, get the majority (if 
not all) of the states to agree to the holding of a 
primary election on a single day in the spring. From 
such a poll there would likely emerge candidates 
with country-wide support. 

Meanwhile, we have witnessed another round in 
an archaic system that does nothing to elevate the 
dignity of candidates, heighten the interest of the 

voters or improve the proc- 





White House. 

The issues dividing our two 
major parties are not so 
many that they can’t be de- 
bated over the span of a few 
weeks and, as for the prim- 
aries, there must be a more 
intelligent way of selecting a 
candidate. In any age, it is 
downright silly having men 
stump a state for several 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained 
“What’s Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


ess of democratic choice. 

If Candidate Jones is for 
high-fidelity phonograph en- 
sembles, paid for by the Gov- 
ernment, to quicken the out- 
put of reindeer milk on the 
Florida Gold Coast — that’s 
fine. But must the poor fel- 
low say it from January to 
November, from Portland to 
Portland and from the Wil- 


in our column 
This 
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liston Basin to Waco? And must the eyes and ears 
of the voters be assailed with this topic, however 
vital, until the quadrennial exercise that we call a 
Presidential election becomes an abomination? 

At least it is understandable why the British say 
a man “stands” for office, while in this country we 
insist he “runs.” 


STEEL SCRAP PRICES ... Although steel production 
remained near full-tilt levels last month, prices of 
steelmaking grades of scrap declined no less than 
five times during the course of the month. This series 
of price drops brought the figure down by $9 per 
ton from its record peak of $54. Declining demand 
for scrap pointed to expectations of a lower operat- 
ing rate in the steel mills in the months ahead. 

In the event of a steel strike, demand for scrap 
would dwindle sharply. And if a strike were avoided, 
there would be a considerable decline in the steel 
operating rate, since many customers have bought 
heavily to protect themselves against such an eventu- 
ality and an anticipated rise in steel prices. 

Also contributing to the decline in scrap prices is 
the curtailed demand from overseas buyers. Foreign 
interests bought a record 5 million tons of United 
States scrap last year. Demand continued to soar in 
the first two months of this year, but March was off 
more than 100,000 tons from the February peak and 
there was no sign of recovery in the weeks following. 

Scrap steel increased in cost some 50% during 
1955. The increase in exports of iron and steel scrap 
from 1.5 million tons in 1954 to 5 million in 1955 
was a prime factor in this rise. The lowered price 
for scrap should be of immense benefit to innumer- 
able steel producers and fabricators. 

As a footnote to the declining demand for scrap 
from abroad, it should lessen the clamor within the 
steel industry at home for Congressional action. 


PEARLS OF WISDOM... Asked on a television pro- 
gram what a revolution was, President Sukarno of 
Indonesia, an authority on the subject, said it was 
something new taking the place of something old. 
As for timing, he said thoughtfully, the idea was to 
strike when you were strongest and the other side 
weakest. Karl Marx said it even better: “Force is 
the midwife of every old society pregnant with a 
new one.” 

These pearls of wisdom ought not to be cast aside 
lightly at a time when the Free World seems bent 
on convincing itself that cuts in the armed forces 
announced by the Kremlin are a signal to drop our 
own guard. 


STAMP FEVER ... Anyone who lived in a big city a 
generation ago will have no difficulty recalling the 
enterprising youngster who took up his station out- 
side the corner chain cigar store and asked the 
emerging buyer of tobacco products for his coupons. 
Those coupons were redeemable for hundreds of 
varied products, but the young man, almost invari- 
ably, was saving the coupons for baseball parapher- 
nalia—glove, bat, ball. 

The youngster we recall had a mother who went 
to the movies each week, whether the photoplay ap- 
pealed to her or not, because she was intent on get- 
ting from the theatre operator a cup or saucer. Reg- 
ular attendance enabled her to round out a dinner set. 


Since this lady already had a dinner set, we often 
wondered why she didn’t spare herself many tire- 
some hours watching dull movies. A fraction of the 
money spent thus would have enabled her to buy 
that catcher’s mitt for the boy. 

This lady also patronized a department store that 
gave stamps to customers. She bought many things 
she did not need and could not afford, but if she re- 
frained from making substantial purchases it would 
take a very long time to fill the book of stamps. 
Those stamps were exchangable for comb-and-brush 
sets, appliances and numerous other items. 

The stamp fever is with us once more. Even if 
you haven’t patronized a store that issues stamps, 
chances are good that you have them anyhow, for 
many chain stores (notably in the food line) have 
sent them to people along with a shiny catalogue, 
an invitation to fill the book and many more books. 

Merchants pay on the order of 2% to 3% of their 
gross sales for the stamps, an onerous burden for 
food supermarkets, which operate on an extremely 
narrow profit margin. The storekeeper who sells 
food (or gasoline, or drugs, or provides a garment- 
cleaning service), naturally, hopes there will be suffi- 
cient rise in his volume to offset the cost. 

Many merchants, large and small, have achieved 
considerable success by exploiting the stamp fever, 
which might be diagnosed as a something-for-noth- 
ing sickness that afflicts millions of Americans today. 

The upsurge in business, however, has a habit of 
subsiding when the worried competitor takes in 
stamps, too. Then the enterprises find themselves 
with no advantage whatever and the considerable 
disadvantage of giving away a piece of their profits 
to manufacturers of wallets, appliances, sporting 
goods and other producers who contribute nothing 
to their business. 

They could, of course, band together and agree 
to drop the stamp idea. That way they will incur the 
ill will of customers who have grown accustomed to 
getting something for nothing. They may be sure 
that the patron who got a cigarette-lighter or pop-up 
toaster last week for stamps will not take kindly to 
the abandonment of the something-for-nothing plan. 

It may even be that price cuts in porterhouse in 
lieu of stamps will fail to assuage customer pangs. 
After all, a low-price cut of loin pork is not nearly 
so dazzling as a “free” portable radio. 


TOO FREE SPEECH ... When U Nu, Prime Minister 
of Burma, visited with us several months ago, he 
was asked if he had any criticisms to make. This 
wily Oriental said: “You talk too much.” 

If it had not occurred to us before that Americans, 
especially public officials, are more loquacious than 
the foreign breed, U Nu gave us something to think 
about. There was the example of the key Cabinet 
figure who made an invidious, albeit innocent, com- 
parison between canines and craftsmen. In recent 
days we have had the White House aide sounding off 
about the right to suffer in a free society and the 
former White House chief being quoted about “squir- 
rel-headed generals.” 

We doubt that our garrulous officials could be pre- 
vailed on to try the Oriental system of Yogi, which 
entails standing on one’s head. They have found the 
foot in the mouth such a comfortable posture. 
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A YI See Jt! 


By CHARLES BENEDICT 


EXPEDIENTS ARE DILUTING OUR STRENGTH 


The power of any country lies in the char- 
acter and quality of its people—not in its wealth. 
This has been proven again and again in the rise 
and decline of nations throughout the centuries. 

Material wealth imprudently administered makes 
a people soft and encourages probing for weak spots 
by those hungry for riches and power. And when the 


ploded by the primary election in the agricultural 
states of Indiana and Nebraska, where practical- 
minded farmers expressed their preference for 
Eisenhower, the exponent of flexible parity and relief 
from mountainous surpluses. 

Too,— for sometime now, workers have been 
manifesting dissatisfaction with the strong-arm 


leaders are as flabby methods used to hold 
with good living as are SAY. HOW ABOUT them in line, and have 
the citizens of a coun- A DOZEN OR SO openly voiced fears of 





try, they waste their 


QUARTS OF THAT-? 







the consequences of new 





resources upon tempo- ( strike negotiations, as 
- PRE . . ; 

rary stop-gap expedients, pany the financially formid- 

lacking the courage to ) able union leaders fo- 


take the proper steps 
necessary for a realistic 
solution of a _ problem. 
This weakness brings on 
a rush to get some of the 
gravy by the slick and 
greedy at home — and 
attracts the schemers 
abroad like flies to a 
honey pot. 

That is what is hap- 
pening to our country 
in this election year. 
We see organized groups 
through their spokesmen 
making uneconomic and 
unsound demands, under 
the threat of withhold- 
ing their votes if these 
demands are not met. At 
the same time we are 
beset by insistent pres- 
sure from recipients of 
our unreasoning gener- 
osity abroad—asking for 
more cash for one pur- 
pose or another—or else. 
And “or else” is Russian 
adherence or so-called neutralism. And what is more, 
they no longer want to feel beholden to the United 
States for favors, and so suggest an impersonal 
distribution of our funds through the United 
Nations. Further to prove the folly of our policy, 
we are being asked to go home and leave behind us 
invaluable installations worth billions of dollars in 
American taxpayers’ money. 

The revulsion among the people of this country 
against pressure groups at home and abroad is 
widespread—disillusionment is rife. 

Just recently the ballyhoo of the farm leaders 
threatening the loss of the farmers’ vote was ex- 
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“Why Don’t You Do It the Hard Way?” 


With Apologies to New York Herald Tribune 


ment trouble with un- 
economic demands in the 
face of what looks like 
a developing recession. 

Yet, despite this out- 
look — labor leaders are 
illogically planning to cut 
down the 40-hour week 
(with the same pay) — 
and handing the workers 
a lollipop in the shape of 
a paid holiday on their 
birthdays. I’ll wager the 
next fringe benefits will 
‘all for free entertain- 
ment during leisure 
hours —to prevent bore- 
dom! 

In the last days of 
Ancient Rome the gov- 
ernment instituted the 
sport “circus” as a way 
of entertaining the 
people, in which the 
spectacular attraction 
was throwing the early 
Christians to the lions. 
But did this bring hap- 
piness or contentment? It did not — the people be- 
came more disgruntled than ever and thought they 
had the world by the tail. They revolted shortly there- 
after and pulled down what remained of a great 
and liberal empire. 

This proves that common sense rather than non- 
sense is the only solution to the problems that beset 
us. Placating one group or another is a dangerous 
procedure and encourages one abuse after another. 
Loose methods and resort to expedients always earn 
the disrespect they deserve. 

Our attempt to ameliorate hardships through un- 
employment and social (Please turn to page 388) 
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Market Forecasting 
Business Trends 


Market behavior after exhaustion of the current rally, and also during the summer period 


of normal seasonal rise, will throw more light on the question whether the major upward 


trend has put its crest behind. Downtrends are evident for a number of stock groups. Others 


are still getting support. A generally cautious, highly selective policy remains in order. 


By A. T. MILLER 


el recent decline in stock prices was extended 
into the session of Monday, May 28, in which, at least 
for the time being, an over-sold position was estab- 
lished and a rally got underway. It pared that day’s 
final minus figures for the industrial and rail aver- 
ages to 3.68 points and 3.96 points, respectively ; 
whereas they had run to 8.64 points and 6.25 points, 
respectively, at the session’s intraday lows. The rally 
was extended sharply the following day—to the tune 
of 8.87 points for industrials and 4.12 points for the 
rail average—and it got a more moderate further lift 
in last week’s final trading session. The net result 
was that the market recouped a little ground in the 
trading week ended June 1, but not enough to make 


up for relatively sharp retreat in the preceding week. 
Thus, it now stands at a somewhat lower level than 
a fortnight ago, when our last analysis was written. 

The decline from earlier 1956 tops to the May 28 
closing levels amounted to 10.2% for the industrial 
average, 10.8% for rails and 4.5% for the moderate- 
range utility average. For industrials it cancelled 
some 95%-—all but about 3 points—of the 55-point 
phase of advance from the mid-February reaction 
low to the April 6 bull-market high — an advance 
which stands as the last leg of the bull market until 
and unless the contrary is proved. The rail average 
rose about 26.7 points from its February low to a 
May 9 bull-market peak and gave up about 73% of 
it as of the May 28 closing low. 


This Is No “Correction” 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-waR 


DEMAND for STOCKS 
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CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 





The percentage declines in the two 
averages closely approximated those 
suffered last September-October as a 


= result of the news shock of President 
Eisenhower’s heart attack. No previous 
390 technical correction in this bull market 


—that is, a reaction unrelated to disturb- 
ing news of any kind—has run anywhere 
near that far in retreat from a prior 
high or in percentage of a prior leg of 
310 advance cancelled. The extent of this 
sell-off, the fact that it started from a 
high level of stock prices after an up- 


350 


ie trend of major duration, and the fact 
that it has developed in an environment 
230 of increasing doubt about the business 
outlook combine to pose this question: 
198 Has the bull market finally topped out? 


The tentative evidence points that way, 
but is not conclusive. More positive light 
is needed, and will be forthcoming in 
due time. The performance after ex- 
haustion of the current rally—which so 
far has made up not much more than a 
fifth of the April 6-May 28 retreat by 
the industrial list—will bear watching as 
regards a test or extension of the May 
28 low. Market behavior within the 
July-August period of normal seasonal 
strength also will provide a test. A lim- 
ited summer recovery, leaving the aver- 
ages under their spring tops, would add 
to adverse trend evidence. 


#21284 "16252 9 1623 306 18 2027 3 10 17262 9 16 23306 13 20274 1 18 2S | The immediate business picture is 
JAN. 1956 Fee, Mar, Apr. May 


mixed, with the soft spots at least 
slightly outweighing the strong ones— 
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suggesting that the Re- 
serve Board production 
index may show small dips 
for May and June. A fur- 
ther easing within the 
third quarter is widely ex- 
pected, principally as a re- 
sult of additional sharp 
curtailment (greater than 
seasonally normal) in au- 
tomobile output; and re- 
duced steel activity while 
excessive inventories of 
some types of steel are 
worked down. This has by 
now been pretty well al- 
lowed for in investment 
thinking. So also has been 
the possibility of a steel 
strike, which could, of 










TREND INDICATORS 


YEARLY RANGE 1946-1955 


ws mOtntsS 
100 HIGH = 100 LOW 
PRICED PRICED 


wws 
STOCKS STOCKS 300 STOCKS 





SSSR FRE SBES 


DOW JONES 
INDUSTRIALS 


175 
170 
































course, drastically affect sow se 165 
industrial activity, rail 
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traffic and related activi- 697 69 
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A strike is a temporary | 5[~ 1 WolumeN..¥. Stock Exchange 
and artificial stoppage of 4 MILLIONS OF SHARES 


production; and produc- 
tion losses thus caused fig- 
ure to be made up later. A 
10% shrinkage in demand 
for a product has more in- 
vestment significance than 
a 100° strike-caused pro- 
duction stoppage. In this 
instance, a steel strike 
would have a bright side. 
It would speed up steel inventory adjustment where 
it is needed, result in a further buildup of order 
backlogs in the case of types of steel which so far 
continue in short supply, and, if it subtracted some- 
thing from third-quarter business activity, it would 
add proportionately to fourth-quarter activity. A 
steel strike would not be a reason for market dis- 
turbance—but it might be an excuse for a fainting 
spell in an already disturbed market. 
Comprehensive data on business take time to as- 
semble, and so can be well behind events. Thus, with 
June now in progress, we get the Commerce Depart- 
ment’s report on April trends in manufacturers’ 
sales, new orders and inventories. Compared with 
March, actual sales were down $1.1 billion and new 
orders down $1.2 billion; but seasonal adjustment 
(which can be a complicated business) translated 
these into gains of $200 million and $600 million, 
respectively. In any event, at $27.3 billion (adjusted) 
in April, sales have gone nowhere for some time. 
That level was reached as far back as last Novem- 
ber; and it is only a trifle above the figure ($27.1 
billion) which had been attained by last June. New 
orders (adjusted) set a peak of $29.3 billion in De- 
cember. At April’s level of $27.5 billion they re- 
mained above a year ago by the happenstance of one 
month. That is, the same comparison with May, 
1955, instead of April, would have shown some 
shrinkage. Inventories rose further in April to a 
level nearly $5 billion above a year ago partly due 
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to higher valuation of stocks in consequence of price 
rises, partly to physical expansion. Backlogs were 
unchanged from March, with the total of unfilled 
orders still $9.2 billion over a year ago. 

The principal inventory excess is in automobiles 
at the retail end; and, in more moderate degree, in 
appliances, textiles and light steels. There is no 
serious over-all inventory maladjustment, measured 
by ratio of inventories to sales; but much depends 
on whether sales pick up later on, remain in the 
doldrums or dip. Judging by the latest survey of the 
National Association of Purchasing Agents and by 
other straws in the wind, manufacturers’ orders and 
sales probably eased a bit in May, and will be off 
somewhat for June. 

The strongest feature in the present picture is the 
high and rising level of outlays for new plant and 
equipment. They may or may not come up to the 
optimistic levels indicated by recent surveys, but 
there is no reason to doubt that they will set a new 
record this year; and their increasing momentum 
suggests that their fourth-quarter level will be the 
highest of the year. Retail trade is holding close tc 
peak levels, but has been flat for many months. The 
continuing rise in personal income, combined with a 
much slowed rate of increase in instalment debt in 
recent months, may imply a basis for at least mod- 
erate improvement in trade in the late months of the 
year. Over-all building outlays have continued in 
line with the high year- (Please turn to page 387) 
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Todays Man-Made Business Cycle 


Forces Active in 1929 vs. Those Operating Today 


with Forecasts of Business Investment Trends 


By HOWARD NICHOLSON 


1922 and 1929, the American econ- 
omy enjoyed a period of almost unprecedented, per- 
sistent expansion, during which the value of the 
nation’s production increased roughly 40%. Prices 
were fairly stable; unemployment was reasonably 
low except for brief and shallow recessions in 1924 
and 1927. The Federal Reserve stood ready to adjust 
the volume of credit to the needs of business; the 
automobile and utility industries were promising 
to provide an endless stimulus for the future, popu- 
lation was rising rapidly, and securities markets, 
with minor interruptions, were behaving in a way 
to satisfy the most critical investor. In short, all 
seemed right with the world, and the American 
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economy seemed on its way into an historic new era 
in which abundance and success were to be the lot 
of every man. 

It is hardly news that the new era foreseen in 
the 1920’s was a long time coming, and that in the 
interim the old era asserted itself in one of the 
most intractable, prolonged, misunderstood and 
bitter depressions in industrial history. 

This excursion into the business trend of three 
decades ago is not without a strong current rele- 
vance. Over the past decade, as in the ’twenties, the 
American economy has again been performing mira- 
cles of abundance with an apparent minimum of dis- 
location, and with virtually no serious unemploy- 


THE MAGAZINE OF WALL STREET 











Sell ee el 








ment. And as in the ’twenties, the opinion has grown 
that the new economy is virtually foolproof, or re- 
cession-proof; that it is buttressed, snubbed and 
armed on all sides against the onslaught of depres- 
sion, and that nothing, or nearly nothing, can any 
longer interfere with its rapid expansion. The traps 
that beset the business trend of the 1920’s are gone, 
and the course is clear. 

It would be easy to argue that the dangers which 
were unforeseen in the ’twenties exist again today, 
and are again unforeseen, and that for this reason 
alone 1956 is no year in which to abandon prudence 
and caution. But the dangers of 1956 are not nearly 
that simple. It is true, to a degree that surprises 
economists themselves when they think about it, that 
the structure of American business, and its political 
environment, are now radically different from what 
they were thirty years ago; it may well be true that 
the basic underlying diseases of the 1920’s have been 
cured for all time. But that only means that the 
problems of today are more sophisti- 
cated and difficult. Not only are we un- 


Under these conditions of business freedom, busi- 
ness itself was almost the sole contributor to national 
wealth, a fact which made for a tremendously dy- 
namic but unstable economy. It also made for a 
highly speculative economy, in which changes in 
sentiment were promptly and substantially reflected 
in the prices of real estate and securities. When, in 
the late 1920’s, a new era of permanent prosperity 
appeared to be approaching, the effect on securities 
in particular was phenomenal. With credit easily 
available, and virtually no limit on marginal hold- 
ings, the national sense of prosperity broke out in a 
violent rash of speculation which culminated in a 
sudden pyramiding of basic values, and then an 
equally sudden collapse. 

Behind this speculative fever, however, economists 
have also uncovered more fundamental organic dis- 
orders in the 1920’s. Throughout that decade, the 
national capacity to produce was increasing at a rate 
considerably faster than the national capacity to take 





certain whether we have cured the dis- 
ease of the business cycle; we are not 
yet at all sure that the cures themselves 
may not lead to more violent conse- 
quences than the diseases at which they 
were directed. There is, indeed, consider- 
able evidence that in the late postwar 
years we have been experiencing an in- 
creasingly artificial boom, supported by 
constant and growing doses of economic 





Two Distributions of the Gross National Product 


1. BY PURCHASES - SOLID LINES 
2. BY RECEIPTS -- DASHED LINES 


® The sums of the receipts and expenditures are equal 

0 But each part of the economy does not spend what it receives 
It saves a portion or draws on the savings of others 

® Shifting positions indicate the relative swings in 
purchasing power and market demands 











































stimulants which are endangering the ss 
basic health of the patient. To explore ‘ 
this subject, it is necessary to examine D DISS AVING Sas 
business conditions in the ’twenties vy 4 —— 
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taken an increased share of incomes 
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goods off the market. The national 
distribution of income was con- 
centrated in such ways that the 
mass markets required to take 
the output of mass production 
were lacking. Speculative build- 
ing activity had produced an over- 
built condition, and lead to a long- 
term decline in construction ac- 
tivity. A persistent uptrend in 
both short-term and long-term 
(mortgage) debt was encroaching 
on the purchasing power of the 
American public. 

These were doubtless enough 
to precipitate serious recession in 
1929, perhaps even without the 
unwelcome assistance of a col- 
lapse in security values. But once 
the recession began, there was 
little in the economic structure of 
the twenties to dampen it or ar- 
rest it. As production fell, so too 
did incomes, and the decline in 
incomes precipitated a further 
withdrawal of production. The 
link between business income and 
business activity, in the absence 
of a large government sector, was 
complete and perfect, and the two 
sank down together. Similarly, in 
the absence of an effective sub- 
structure for the banking system, 
the calling of loans precipitated 
further calling of loans, distress 
sales, forced liquidations and 
bankruptcies, in a long and vicious 
chain, until the banking system 
itself collapsed under the pres- 
sure of cash demands. The gov- 
ernment, uncommitted by law or 
precedent, was almost helpless to 
assist the private sector as it re- 
coiled on itself, and the size of 
government was not great enough 
to give its mere presence any pal- 
liative influence. The earning 
power of corporations disap- 
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peared, capital values receded, 
confidence was broken. With the 
loss of confidence, the dynamic, 
unstable, mercurial, fascinating 
structure of the ’twenties came 
down in a heap. 


Business after World War Il 


It should be clear, almost with- 
out mentioning it, that the busi- 
ness system of the postwar years, 
while it is still capitalism, has be- 
come in many respects unrecog- 
nizable as a descendant of the 
economy of the 1920’s. What is 
noteworthy, however, is that vir- 
tually all of the major changes in 
economic institutions since the 
*twenties have acted to dull and 
dampen the power of the business 
cycle. 

In the first place, the role of 
government has been augmented 
to the point where its present size 
makes it an almost equal partner 
with business in economic ac- 
tivity. In 1929, the Federal gov- 
ernment accounted for about 1% 
of national expenditures; in 1955, 
it accounted for 12%. In 1929, 
private business investment — in 
construction, machinery, and ad- 
ditions to inventory—was double 
the value of all expenditures by 
federal, state and local govern- 
ments; in 1955, government out- 
lays were 25% greater than all 
private investment. 

Whatever may be the unfor- 
tunate consequences of big gov- 
ernment, one of its obvious ad- 
vantages is its stabilizing influ- 
ence on total activity. Government 
spending is fully insulated from 
the ravages of the business cycle; 
in fact, its spending tends to rise 
(as with unemployment insur- 


ance) when private spending 
falls, and vice-versa. Moreover. 
the highly progressive tax struc- 
ture of today, while it may have 
serious disadvantages on other 
counts, tends to dampen fluctua- 
tion in after-tax private incomes; 
of every dollar decline in corpor- 
ate profits, the Federal govern- 
ment now bears 52 cents, in the 
form of a reduction in tax lia- 
bility. 


The Role of Labor 


Another outstanding alteration 
in the structure—and, again, one 
that may have very unfortunate 
consequences in other respects — 
is the rise of organized labor, and 
the application of labor’s strength 
in the direction of persistent infla- 
tion. In the postwar years, there 
has been little danger of produc- 
tion outstripping demand; unions 
have consistently followed the 
practice of fighting for wage in- 
creases over and above what the 
inflationary atmosphere of market 
would require for a normal bal- 
ance of markets, and in the post- 
war years, they have consistently 
won. 

Nor is it only with respect to 
industrial labor that the postwar 
years have seen a major change 
in the income flow. Fifteen years 
of virtually full employment, at 
high and constantly rising com- 
pensation levels, have effected a 
redistribution of before-tax in- 
comes in the distribution of 
greater equality. And the imposi- 
tion of steeply progressive tax 
rates has made after-tax income 
distribution vastly more equal 
than was true during the 1920’s. 

(Please turn to page 383) 
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Transformation in the OHIO VALLEY 


Opens New Vistas of Opportunity 


By HAROLD WIELAND 


= its conflux with the Allegheny and 
the Monongahela Rivers at Pittsburgh, Pa., the Ohio 
River flows southwest to Cairo, II]., 981 miles away, 
where it makes its confluence with the Mississippi. 
Together with its numerous tributaries, including 
the Miami, the Scioto, the Tennessee, the Muskingum 
and the Kanawha, it drains thousands of square 
miles of land forming parts of Pennsylvania, Ohio, 
Virginia, West Virginia, Kentucky, Indiana and 
Illinois. 
That is the Ohio Valley, sometimes referred to 
as the American Ruhr, but more accurately called 
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the Industrial Heart of America. In the valley are 
some of the Nation’s greatest steel plants which, 
along with other basic industries, have long been 
settled there. Until World War II, the industrial 
growth of the valley was at a pace that at the time 
might have been considered normal. Since then, 
however, as an expanding economy increased the 
tempo of industrial expansion and as the movement 
for decentralization of plants under the National 
Defense Program broadened, the Valley has at- 
tracted many and varied industries. 
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Allied Chemical & Dye 


American Cyanamid 


Armco Stee] 


Borg-Warner 
(Marbon Chemical Div.) 


Carborundum Co. 
Celanese Corp. of America 
duPont dadlomenrs (E.1.) 
Eastman Kodak 

Ford Motor 

Senevel Electric 
Goodrich-Gulf Chemicals 
Jones & Laughlin 

Kaiser Aluminum 
National Steel 

Olin Mathieson Chemical 


Pittsburgh Plate Glass 
(Columbia-Southern Chemical) 


Pittsburgh Plate Glass 


The Pittston Co. 
(Clinchfield Coal) 


Union Carbide & Carbon 


Vanadium Corp. of America 


Wheeling Steel 


Kentucky Utilities Co. 


Ohio Edison Co. 
Ohio Power Co.* 


The Toledo Edison Co. 
West Penn Power Co.** 


*** Ohio Edison Co. 


rate of 1,950,000 kw. 





Companies that have Recently Built or Expanded 
Manufacturing Plants in the Ohio River Valley 


Aniline oil 

Organic isocyanates 

Commercial alum and sulphuric 
acid 

Dyes, pharmaceuticals, industrial 
chemicals and ultra violet ab- 
sorbers 


Steel and stee! products 


Chemicals 

Resin bonded grinding wheels 
Chemicals 

Butacite 

Color dn orem laboratory 
Fngine shee ia 
Home appliances 

Synthetic rubber 

Steel 

Aluminum p!ant and rolling mills 
Stee! and steel products 


Integrated aluminum plants 


Titanium tetachloride 


Paint 


Huge coal reserves 


Electrometallurgical plant 
Bakelite plant 
Silicones 


low-carbon ferrochromium 
Alloys and aluminum products 


Steel and steel products 


Electric Companies in the Ohio Valley 


Appalachian Electric Power Co.* 
Cincinnati Gas & Electric Co. 
Columbus & Southern Ohio Electric Co. 
Dayton Power & Light Co. 

Indiana & Michigan Electric Co.* 


Louisville Gas & Electric Co. 
Monongahela Power Co.** 


Pennsylvania Power Co.*** 
The Potomac Edison Co.** 
Southern Indiana Gas & Electric Co. 


Subsidiary of: 


* American Gas & Electric Co. 
** West Penn Electric Co. 


The above 15 companies serving the Ohio Valley, joined together 
as the Ohio Valley Electric Corporation and put into operation two 
power plants at a cost of approximately $385 million all of which 
was privately financed, to provide the U. S. Government's gigantic 
Portsmouth, Chio, atomic project, with electric energy at an annual 
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The Valley’s Natural Riches 


For those who have a knowledge of the many ad- 
vantages the Valley offers to industry this rapid and 
steady growth is not difficult to understand. The 
Valley, embracing four of this country’s seven lead- 
ing bituminous coal producing states, contains the 
greatest reserves of metallurgical coal, these de- 
posits being largely concentrated in Virginia, West 
Virginia and eastern Kentucky. This is the type of 
coal so essential to the steel-making process which 
requires approximately nine-tenths of a ton of 
metallurgical coal to produce a ton of steel. With 
these huge reserves of such coal relatively close at 
hand it is readily understandable why the Valley 
has steadily grown in importance as a steel-making 
territory. . 

Weirton Steel, a subsidiary of National Steel Cor- 
poration, is constructing numerous facilities at its 
Weirton, West Va., Works, including another open 
hearth furnace which will have a rated cavacity of 
600 tons per heat to make it the world’s largest stee!- 
making furnace. In addition to its routine capital 
expenditures, Wheeling Steel announced last Octo- 
ber, plans for further improvement and expansion 
costing an estimated $65 million, largely in connec- 
tion with new facilities at the Yorkville and Steuben- 
ville, Ohio plants. Included in Armco Steel’s current 
expansion program involving $111 million are three 
300-ton open hearth furnaces, a coil temper mill, 
and additional facilities for coating steel with alum- 
inum or zine at the Middletown, Ohio plant, and a 
new open annealing line at the Zanesville, Ohio 
plant. 

In addition to the large reserves of metallurgical 
coal in the Valley are enormous deposits of steam 
and other types of bituminous coal. In West Vir- 
ginia alone, minable coal is present in 44 of the 
state’s 55 counties and underlies more than 55 per 
cent of the total area of nearly 25,000 square miles. 
In 28 counties coal reserves are estimated at more 
than one billion tons to which, so far as the Valley 
is concerned, should be added the huge reserves in 
eastern Kentucky and Virginia. 

Bituminous coal is not the only natural asset of 
the Ohio Valley. Other riches of the territory are 
petroleum and natural gas, clay and shale, lime- 
stone, brines and salt rock, sand and gravel, and 
various species of timber for sawmills, pulp and 
paper manufacturing operations, and for manu- 
facturers of wooden products. The Valley has water 
in abundance. There are very few places in the 
Valley where lowering water tables are a serious 
problem. There are huge supplies of surface water 
for industrial use and ample sources for human con- 
sumption and sanitation. 


The Importance of Its Waterways 


In addition to a network of highways, the Valley 
or certain sections of it are served by the Baltimore 
& Ohio, the New York Central, Chesapeake & Ohio, 
Pennsylvania, Norfolk & Western, Western Maryland, 
the Virginian, and a number of smaller rail carriers. 
The Ohio River itself is an important transporta- 
tion artery. From Pittsburgh to Cairo the river is 
equipped with the nation’s most extensive system of 
46 navigation locks and dams. The River and its 
important tributaries, including the Monongahela, 
the Allegheny, the (Please turn to page 384) 
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Efe Nmerian Rake 


In this Valley of the Ohio history in industrial expansion is being written. 























In a decade modern pioneers confidently invested hundreds of millions in 
New Plants =~ and still more are planned 4 For these nine modern 
Power Plants aj —some still building—can provide two million kilowatts of 
power. : 





This surge of industrial activity was not fortuitous it springs from a 
happy combination of basic natural resources. An almost ingpchovetiite supply { 
of Water g@ ... some ih America’s finest Salt Deposits\>. ... vast re- 
serves of Bituminous Coal «. . extensive fields of Natural ‘Gas . Here, too, 
are sources of Steel \\c, rae Portland Cement, — Brine and Oil =| 
-readily available by dependable Transportation. A OHIO POWER CO 
WEST PENN POWER CO. 
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OHIO POWER CO. 


LINDE AIR PRODUCTS CO. 

(UNION CARBIDE AND CARBON CORP.) 
| 

suey } 

igs MONONGAHELA POWER CO. 

AMERICAN CYANAMID COMPANY 

| CALCO CHEMICAL DIVISION 


MARBON CHEMICAL DIVISION 
(BORG-WARNER CORP.) vy 
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APPALACHIAN ELECTRIC POWER CO. 


A HO" “POWER 
=* KAISER ALUMINUM & CHEMICAL CO.\_ 
Rowerewood 







OHIO VALLEY "ELECTRIC CORP. 
U. S. ARMY ORDNANCE CORPS 
INDUSTRIAL RAYON CORP. 


Gollipols 
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By PHILLIP DOBBS 


There is every indication that the Govern- 
ment intends to reverse the trend toward “bigness” 
in business. 

There is no little surprise in corporate quarters 
at finding this pattern of action shaping up from 
the Republican Government in Washington which 
must know that economic processes spawned big 
business and that only big business can afford the 
costly research programs that are at the base of our 
developing society. 

That political forecasting can be as uncertain as 
weather-predicting now is abundantly clear, for 
the Administration of President Eisenhower has 
launched more studies of antitrust law violations 
than either the New Deal of President Franklin D. 
Roosevelt or the Fair Deal of President Harry S. 
Truman. And this Government has done more 
than investigate—it has undertaken action after 
action, usually obtaining a consent decree that 
obviated the need to take an antitrust suit into 
the courts. 
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Government Tactics To 
Stem Trend to Bigness 


The most widely publicized achievement of the 
Government drive to date has been in the field of 
patents, but whole companies have not been over- 
looked either. At times, the two have been insepa- 
rable. Thus, in the case of American Telephone & 
Telegraph Co., the Justice Department originally 
aimed at ending the company’s control of Western 
Electric Co., the manufacturing subsidiary. It set- 
tled, finally, for a consent decree that requires 
A. T. & T. to share more than 8,000 patents with 
other American companies. 


From Patents to Products 


While A. T. & T. has been a target, International 
Business Machines Corp., another: giant, also has 
consented to sell outright its business machines 
which hitherto had been rented only. The Gov- 
ernment has struck at General Motors and also 
at the lesser giants—companies that loom large 
only by comparison with their competitors. 
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| Consent Decrees Obtained by U. S. 


Company 
' American Tel. & Tel. 


Agreed to 


Share more than 8,000 
patents with other American 
companies. 


Inter. Business Machines Sell outright machines which 


hitherto had been rented. 
Hilton Hotels Corp. 


Sell properties in certain 
cities. 


General Shoe Corp. 


Sell stock in certain holdings 
and limit further acquisitions. 


Am. Assn. of Adv. Agencies 


Halt fixing of agency com- 
missions. 


Gen. Outdoor Advertising 


Sell interest in four com- 
panies. 


Eastman Kodak Discontinue tying sale of 
amateur color films to proc- 


essing of films. 


*Makers of Freight Car Parts Stop fixing prices and divid- 
ing up markets in concert 
with foreign firms. 


*The suit and consent judgment named as defendants: American Steel 
Foundries, Buckeye Steel Castings Co., Scullin Steel Co., Symington 
Gould Corp. and Foundries Export Co. 
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Hotels, Shoes, Ads 


The popular New Yorker Hotel, on the fringe of 
Manhattan’s garment center, was sold a month ago 
by the Hilton Hotels Corp., for about $20 million. 
The Hilton chain bought the New Yorker as recently 
as December of 1953 from Manufacturers Trust Co. 
for a reported $12.5 million. Hilton’s troubles were 
not with the New Yorker, but with the Justice 
Department which decided in April of 1955 that 
Hilton operations ran counter to the anti-merger 
section of the Clayton statutes when it acquired the 
Statler hotel group in October, 1954. 
Attorney General Herbert Brownell 


Hilton, Government action came in the wake of a 
merger — indeed, the eighteenth. 


The Government’s original complaint, filed in 
March of 1955, charged that General Shoe’s acquisi- 
tion of Delman, Inc., New York, was part of a series 
of acquisitions which tended “substantially to lessen 
competition or to create a monopoly.” 


The settlement made this year prohibits General 
Shoe from acquiring any additional corporations en- 
gaged in the manufacture, distribution or sale of 
shoes until October 1 of this year. After that, Gen- 
eral Shoe is prohibited from acquiring such firms 
until 1961, except with Government approval or 
upon showing that such an acquisition will not “‘sub- 
stantially lessen competition or tend to make a 
monopoly.” However, it may make purchases after 
October 1 without obtaining prior approval if the 
acquired corporation faces imminent bankruptcy or 
is simply being purchased to replace a retail outlet 
which General Shoe has lost. 


In still another field, the “trust-busters” have 
won the day. In February, they announced settle- 
ment of their antitrust suit against the American 
Association of Advertising Agencies, Inc. The con- 
sent judgment bans the association from fixing com- 
missions for advertising agencies. A year ago, the 
Government charged the association and five other 
groups with agreeing to fix agency commissions at 
15% of newspaper and publishers’ gross rates for 
advertising. The Justice Department wound up its 
fight on this front last month with consent judg- 
ments from the remaining publisher and advertising 
groups. 

A five-year-old antitrust suit against General Out- 
door Advertising was terminated last October with 
entry of a consent decree. The action involved no 
admission nor finding of any violation of the law by 
General Outdoor. However, the decree provided for 
sale of its interest in four companies. It was the 
familiar story of acom- (Please turn to page 381) 






































Jr. argued that the two corporations 

had been competitors in at least four America’s 20 Top Companies 

cities and that the absorption of the 

Statler inns had erased competition Net Income Net Sales Total Assets 
for conventions and other types of 1955 1950 ie 1955 1950 
business. 

Hilton, like many others before it, General Motors $1,189 $834 $12,443 $7,531 $6,344 $3,444 
promised a fight, but wound up ac- Standard Oil (N. J.) 709 408 6272 3,134 7,164 4,188 
cepting a consent decree and has been Amer. Tel. & Tel. (Consol.) 664 347 5,297 3,261 +=«-18,379 «11,575 
selling other properties to fulfill the Ford 437-260 5,594 3,029 2,585 1,469 
obligations of the decree won by the Du Pont 431 307 1,941 1,309 3,030 1,973 
“trust-busters.” U. S. Steel 3703-215 4,079 2,946 3,620 2,829 

Early this year, the Justice Depart- Texas Co. 262 «149 1,767 1,248 2,114 1,448 
ment, moving in another field, was Standard Oil (Calif.) 231 150 1,277 815 1,855 1,233 
able to announce a settlement by con- Gulf Oil 21820111 1895 1,150 2,160 1,344 
sent decree of its antitrust suit Socony Mobil 207 «:*128 1,721 1,367 2,362 1,609 
against General Shoe Corp. of Nash- General Electric 201 +173 3,095 1,960 1,727 1,277 
ville, Tenn., one of the nation’s top Bethlehem Steel 180 9-123 2,096 1,439 1,998 1,314 
shoe manufacturers. The decree lim- Sears, Roebuck & Co. 158 108 3,306 2,169 1,596 808 
ited further acquisition by General }| Standard Oil (Indiana) 157-123 1,781 1,303 2,332 1,640 
Shoe of other companies involved in Union Carbide & Carbon 140 =—«:124 1,187 758 =-:1,372 869 
the manufacture, distribution or sale Kennecott Copper . 125 88 548 396 793 631 
of shoes. The settlement also required Shell Oil . 125 94 1,484 915 = 1,207 719 
General to sell within two years any Ee ene 100 127 3,466 2,190 1,362 743 
stock it owned in shoe manufacturers Phillips Petroleum ‘ 95 51 910 533 1,201 667 
or retailers, other than its subsidi- International Nickel . 91 48 416 228 519 342 
aries. Here, too, as in the case of ———— 
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HISTORY is repeating in Congress as determined 
partisans battle the issues raised by the Potter- 
Pastore Bill against a background reminiscent of 
the fight which preceded enactment of the Holding 
Company Act. The bill would grant broad exemp- 
tions for utilities and industrial concerns in the 
field of atomic power experiments; it would permit 
neighboring utilities to own an atomic generating 
company jointly and escape regulation as holding 
companies. Investment dollars will not be forth- 





WASHINGTON SEES: 


Two agencies of Government are reappraising 
import policy with emphasis on defense-serving 
materials and the result could be some drastic 
shifts, particularly with respect to oil. 

The Office of Defense Mobilization has been 
viewing with concern approaching alarm the exist- 
ing formula designed to cut the inflow of petrol- 
eum. The joint economic subcommittee on Capitol 
Hill is displaying broader interest, marked by some 
criticism of the “fortress America” idea. Hearings 
are in contemplation by the Bolling Committee. 
On the witness list will be industrialists, marketing 
experts, representatives of State, Defense, Treas- 
ury, and Commerce Departments. 

Arthur S. Fleming, chairman of the Cabinet 
Committee on Fuels, called for the new look at 
the oil import formula. As a basis, he has reported 
residual oil arriving substantially in accord with 
the formula and crude oil arriving in excess. 

The so-called formula was created February 26, 
1955. It provided for imports of oils at the ratio 
to domestic production that prevailed in 1954. 
Congresss, last year, ordered closer scrutiny; it 
had been complained that receipts were becoming 
too large. 











344 


Atomic Enterprises Occupy Hill 


By “VERITAS” 


coming as readily if strait-jackets are applied, runs 
the “pro” argument. Opponents say the Holding 
Comany Act hasn’t stood in the way of progress and 
that essential controls are flexible. 


ADMINISTRATION opposition appears to be in the 
offing, despite the fact that bi-party sponsorship is 
apparent (Potter, Republican; Pastore, Democrat). 
The White House is super-cautious because of the 
gas-bill fiasco and the “giveaway” campaign slogan. 
Securities and Exchange Commission veto has been 
written and could be quite effective. SEC says the 
Holding Company Act prevents evils and abuses 
without being punitive or repressive and it would 
not block atomic experiments. Defiantly, the agency 
calls for proof that the present law has ever hindered 
development of hydroelectric projects, or others, 
under the sponsorship of two or more public utility 
companies. 


HOUSING program is reported in the trade as “paler, 
but not yet dark.” The Veterans Administration 
mortgage guaranty program, the Federal Housing 
Administration’s report on the secondary or resale 
market for mortgages and the analyses of the U.S. 
Savings and Loan League add up to this conclusion. 
Indications are that money is available but lenders 
are more exacting in their requirements. A Con- 
gressional committee under Rep. Albert Rains (D— 
Ala.) plans roundtables this month to discuss fun- 
neling pension funds into the mortgage market. 


FLOOD INSURANCE now appears to be approaching 
realization. Before the House is a Senate-approved 
bill which would make Government a partner with 
private assurers in coverage for business, residen- 
tial and public property. Uncle Sam would pay 40% 
of the cost. Background of the measure and source 
of its voting strength was the series of disastrous 
New England floods. 
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b There will be a recess on rose-colored picture- 





painting if politicians take the advice of economic 











counsel to Government agencies. 


They are urging that the 








facts be permitted to speak for themselves and tell the 

story of improved individual and corporate income, satis- 
factory outlook, and a better-then-expected tax situation. 
To go beyond the record, is to invite trouble. 
aspect is good and promising. 
less the accountability, is the sage advice. 


Not every 
The less the guarantee, the 





b Basic, and hammered home to the point where the 
man in the street now considers himself expert, is the 











There has been some 








generally are reported to be jittery over 
the calm of the past several months. There 


has been no discernible rise, or fall, in 
the major indicators; the inactivity is 
worrisome because eventually business 
must move, one way or the other. 











» As if the farm situation weren't 





worry enough, there is a developing 

trend in automobile industry that interests 
every bureau, including Department of 
Agriculture. This is a season of normal 
activity. Movement of cars to ready market 
more resembles the late Fall change-of- 
model season than it does the spring and 
early summer. Layoffs in the auto centers 
are numerous: General Motors, American 
Motors, Chrysler in the larger group and 
others along the route. The situation is 
epitomized in Detroit Mayor Cobo's peti- 
tion that his community be declared an 
emergency labor surplus area for industrial 
"force feeding." The Mayor says 8.1% of the 
labor force is idle. State Labor Depart- 
ment data up that figure to 190,000. 

When May and September production figures 
balance, the industry is regarded to be 
Sick. That balance will exist this year. 























s Congress has been trying to dis- 
cover what is wrong with the automobile 
industry this year. It's devoting a few 
weeks to what the more expert departmental 
key men have been spending months on and 
turning up some answers, but no cures. 

It seems clear that the market has been 
oversold and the saturation point is at 
hand == not everywhere but in too many 
areas. Then, too, long-term credit prac- 
tices create a situation which finds many 
owners of 1954 autos still paying on their 
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seasonal improvement, but agriculture expected that. 

What was hoped for, because it was promised, was a bloom 
burst of prosperity. 
Congress may do legislatively. 
the general economy. 


It isn't in sight regardless of what 
And it will be a drag on 
Investors, speculators and traders 





contracts. Ad agencies have been hinting 
at revolutionary changes in design and 
equipment in 1957. Customers seem 
willing to wait. 


» Ihe home-construction industry 
with roots in many supply and service lines 
and with a huge chunk of the invested 
dollar going into payrolls, on the job and 
elsewhere, hasn't had the expected spring 
rush of business. Housing starts in April 
were 10% over those of March, but 20% 
off for April. For the first half of 1956, 
home "starts" will be 16% under the 
corresponding months of 1955. Building 
materials now cost 6% more than one year ago 
and the boost in labor costs is even 
higher. Neither shows signs of leveling 
off. 





























» Steel prices are going up. How 
much will depend on the figures written 
into new labor contract. The last round of 
steel wage increases didn't have an im- 
mediately depressing effect on the markets 
of its fabricators. Then, as now, tonnage 
purchased in anticipation of the higher 
prices had created business and taxed pro- 
ductive capacity to the hilt. But there 
is uneasiness as the fateful July 1 day of 
reckoning nears. Management knows what's 
coming, but lacks precise figures. 
Estimates of price boosts range between $7 
and $15 a ton, depending on what comes off 
bargaining table. The rush of business in 
recent months means little will be sold 
out of inventory. As a companion fact, 
expected drop in new orders means little 
will be produced for inventory. 



































é After standing as an open target 
for Democratic attack for three years, 

















Agriculture Secretary Era Taft Benson has 
been shunted aside. His closest rival for 
"attention" during that time'was Defense 
Secretary Charles E. Wilson, free-talking 
industrialist who weighs his words care- 
fully -- after he's spoken them. The farm- 
bill veto and Ike's announced candidacy 
has given the Demmies a new point of at- 
tack and shunted Benson aside. Wilson has 
had to give the spotlight to the agency 
heads under him while they brawl over which 
is tops in the "unified" services. 

So now it is pleasant and unspectacular 
John Foster Dulles who is feeling the barbs. 
When it's said that the United States is 
not engaged in shooting warfare anywhere, 
the story of the State Department is told. 
Neither is the country engaged in a win- 
ning diplomatic contest anywhere, say the 
Democrats. 


























b Write-in votes wherever party 
primaries are taking place have cinched 
Richard M. Nixon's place on the Eisenhower 
ticket. True, the President had said 
he would be delighted to have Nixon given 
the second spect again, but there was no note 
of demand. In fact, coupled with that 
assertion, was the reminder -=- a series of 
them -- that selection is a function of 
the convention delegates. The Californian 
has had it his own way in the write-in 
department. While he has Ike to thank 
primarily, a close second is whoever 
persuaded him to clam up on the speech- 
making. Not having indulged oratory on a 
large scale in several months, Nixon hasn't 
alienated any politicians on either side. 





























» Gov. James F. Byrnes' attack on 
the Supreme Court didn't surprise many 
of those who watched him through the 
Washington years. The South Carolina 
Governor has a way of relating the im- 
portance of events to their harmony with 
his personal viewpoint. Naturally, he dis- 
liked the court's decision striking down 
racial segregation in public school class- 
rooms. He had been elected Governor with 
a tacit guarantee that he would continue 
the practice in his state. When the High 
Court canceled his campaign promise, he took 
it as a personal affront. He reacted as 
he did when Franklin D. Roosevelt failed to 
deliver the vice-presidential nomination 
to him. Then he bolted his party, just as 
he bolted the court on whose bench he had 
served. In each instance, Byrnes went 
along with the prevailing ground rules until 
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Then, in each 
case, he demanded junking the entire 


they got in his own way. 








institution. 





» The Federal government has gone 
out of a few lines of business, pursuant to 
Congressional demands. But it is re- 
maining in many more for the same reason: 
Congress won't permit closing down shops 
and stores. The Hoover Commission on 
Government Organization has made out a gocd 
case for ending official competition with 
private enterprise, but the story still 
hasn't been told. It can be told ina few 
selected statistics: Uncle Sam now has 
19,771 business enterprises going and there 
are 258,428 civilian names on the payrolls. 
They have capital assets of $12 billion. 
Laundries, garages, supermarkets and 
services of every description are in- 
cluded. Principal justification is the 
lower prices on wares offered to service 
families as a "fringe benefit" associated 
with their employment. Labor has such 



































» President Eisenhower will balance 
the budget this year on the basis promised 
by Treasury Secretary George M. Humphrey 
about 12 months ago. There was to be no 
hocus=pocus, no new system of tax collec- 
tion which called for paying two years 
taxes in one, but simply the fruits of 
improved business conditions, as harvested 
in the Treasury Department. It will be 
the first time in five years that Washing- 
ton has lived within its income, reversed 
the public debt policy. Now the question 
no longer is whether a balance shall be 
maintained, but the amount of excess: 
will it be $1.8 billion, as Humphrey 
estimates, or $2.3 billion, the figure 
liked by the House-Senate Tax Committee? 





























e Around Washington, the latest 
figures have brought on an epidemic of 
drooling over possible uses of the new 
revenues. One year ago it would have been 
safe to forecast an income-tax reduction 
if incomes were even approaching costs 
of Government. The trend away from that 
thinking has been accelerated in recent 
months to the point where tax cut is seldom 
heard. Now there is emphasis on debt 
reduction. Except for a minor peck at the 
huge national debt in 1951 there has been 
no cut since 1948. A $2 billion slice off 
the debt would be substantial, yet divert- 
ing it to income-tax reduction would bring 
nothing more than token cut. 
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American Capital 
in Canada— 

and Canadian 
Plants in U.S.A. 
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By V. L. HOROTH 


A few months ago the manager of a col- 
lection agency in Des Moines, whose business volume 
had doubled in just a year, was reported by a New 
York financial journal to have complained: “My 
business is so good that it has me worried.” 

Apparently, Canadians feel much the same over 
their unprecedented prosperity. At least one gets 
that impression from skimming through most eco- 
nomic and financial comments from Canada. The 
country had a remarkable year in 1955, and 1956 
will be even better by a considerable margin. How- 
ever, with business tapering off somewhat south of 
the border, Canadians feel rather uncertain about 
the future. Although their economy has become more 
self-sufficient and better balanced since World War 
II they know that Canada now is tied to the ups 
and downs in U. S. business more than ever before. 

There is some justification for the continued busi- 
ness upsurge in Canada. For one thing, there is the 
usual lag in business fluctuations. Canada’s recovery 
from the ’54 recession began somewhat more than 
half a year later than the recovery in the United 
States, although the dip there was not as pro- 
nounced. Subsequently, the recovery has not only 
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been more pronounced than in this country, but by 
all indications should continue unabated for some 
time. 

Capital Spending Rises 


Planned capital expenditures for ’56 also assure 
good business for the remainder of the year. Last 
year, spending for construction and new equipment 
came to about $6.2 billion. The first estimate of 
capital outlays for ’56 put the figure at $7.5 billion, 
about 21% higher than last year, but even this 
fantastic figure may be exceeded. 

The third factor that has helped the Canadian econ- 
omy to maintain its forward thrust has been, oddly 
enough, the hard winter in Europe. Wheat sales in 
56 undoubtedly will be larger than last year, with 
the satellite countries making unusually large pur- 
chases. The Soviet Union has also undertaken to pur- 
chase annually up to 500,000 tons of wheat in each 
of the next three years for shipment to eastern 
Siberia. All this should help the prairie wheat-grow- 
ing areas and the farm-equipment industry—two of 
several soft spots in an otherwise bright picture last 
year. 
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All Regions Participating . —= 
in Expansion Table I—U. S. Trade with Canada 
‘ - (in millions of dollars) 

Major resources are being a 
developed in every province. U. S. Imports from Canada: ee U. S. Exports to Canada: —— 
British Columbia, the size of ; ; 
California. Oregon and Wash Newsprint and paper 841 893 | Industrial machinery 374 460 
ington pt but with Nonferrous metals 365 415 | — and parts a aa 

g of y ’ Lumber and sawmill products 224 286 ee Spas : 
less than 10% of these states | Chemicals 185 218 
population, is the fastest Se -— ia we 184 

owin Sere are some maior Machinery 114 127 | Foodstuffs 161 176 
saan listed ts the Tor Rate - | iso _ — pred ne 
projecss iy = ta Petroleum products 8 on | Ss ene cote F . 
onto Financial Post, illustrat- sind ah ceil ahidiane - a pe a machinery = — 
; ; +y7 . Petroleum products 
of C wind — — Ail other products 481 561 | Other agricultural products 80 59 
0 anadas est Coast: a ____ | All other products 793 915 

A $200 million plant expan- Total Imports from Canada 2,386 2,645 Total Exports to Canada 2,767 3,206 
sion program in the pulp and 


paper industry. 

First full year’s construction on the $152 million 
Westcoast Transmission gas pipeline. 

Record exploration and development program 
getting underway in the Peace River gas and oil- 
fields. 

One of the biggest prospecting drives in the pro- 
vince’s history. 

A stepped-up flow of foreign capital into the 
province with United Kingdom, French, and Italian 
money leading the parade. 

A $100 million road and railway building program. 

An $85 million power and development program. 

Further $55 million expenditure on the expand- 
ing aluminum development at Kitimat-Kemano. 

$15 million construction program for the pro- 
vince’s first two major chemical plants. 

Alberta and Manitoba report extensive new oil, 
gas, and mining projects. This will surely mean new 
records in mining production, the index of which 
shows a gain of almost 70% since the outbreak of 
the Korean war. 


Uranium Output Multiplies 


Uranium continues to be the star performer in 
the mining league. Output in ’55 was about eight 
times as great as in ’45. The industry hopes next 


year to have at least 20 mines producing concen- 
trates under Government contracts now awarded. 
In about three years, when uranium mining should 
be in full swing, Canada is expected to produce from 
$300 million to $350 million worth of concentrates 
annually. Thus, in a few years’ time Canada may be 
producing annually close to $1 billion worth of petro- 
leum, natural gas, and uranium—products which 
10 years ago yielded almost nothing. 


Gas Pipeline Projects 


Yet the older provinces and older industries are 
not being left behind. In Ontario, expansion is be- 
ing pursued on a broad front. The steel industry 
plans to spend many millions of dollars in raising 
capacity. Fabricating industries, including steel- 
pipe and machinery-building, also are growing. 

Quebec, which already has more than half of Can- 
ada’s hydroelectric-generating capacity, is planning 
to develop more sites to keep up with expanding 
aluminum production. Not only is Aluminium of 
Canada expanding its plants and hydroelectric in- 
stallations, but British Aluminum has decided to 
build a smelter at Baie Comeau on the north shore 
of the St. Lawrence which will eventually require 
about half a million horsepower. At least one Ameri- 

can company, Jones & Laughlin, and 











U. S. and Other Countries 
(In millions of dollars) 
Current Accounts with the United States 





Table II—Canada: International Transactions with 


Other Curr. Acc. ? 
Credit siderable speed-up in construction work 
Debit Balance Net 


=} several British and German steel com- 
panies are interested in developing iron 
ore deposits which apparently cover ex- 
tensive areas of the Ungava (Quebec) — 
Laborador area. 

As for the St. Lawrence Seaway, con- 


is expected in 1956. Some 30 contracts, 





Exports Imports Bal. with Credit inv j 7 Whi av ql. 
~e8.S. & 6S. Trade Other with Other or oe grad = million, have al 
Year (adjusted) (adjusted) Bal. Payments U. S. Countries Debit ready een awarded, 
ae : 7 Work is also scheduled to begin on 
1948 .«» 1508 Ue — 209 —16e — 999 844 451 e398 . : 
noe —_ ia .~o . .. on + - ae another billion-dollar project this year: 
pono a. ha. ae —_ —. a Hi i. a The Trans-Canada Pipe Line to carry 
one me ian i ae =i > an ae Alberta natural gas some 2,250 miles 
nase — so .. mn me —0 1168 400 eastward to the consuming centers of 
jon — a a a a lft le Ontario and Quebec, After much debate, 
1954 2,355 2,800 — 445 —365 — 810 + 379 —431 se ss “> Ontario governments 
prea ase 353 — 6s) —80 —1000 + os on ave agreed to finance the so-called “un- 
e ’ , ’ = 4 Mf >? « ® 
myn ane o0e —10e on —1080 + 00 —000 economic bridge,” a section through the 


uninhabited wilderness of northern On- 





Source 1948-1955: Dominion Bureau of Stat. 
The Canada Balance of Int. Payments, 1954. 











tario. No decision has yet been made in 
respect to the spur to Minnesota, with- 
out which the project is unlikely to be 
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economically sound. Gas is expected to flow through 
the line by 1959. This, in turn, will permit gas and 
petroleum exploration in the prairie provinces, 
where gas wells brought to production are being 
capped because of a lack of consumers. 


Trade and Payments Deficits 


Canada’s growing trade and current-account de- 
ficits with the United States—more by-products of 
boom conditions and unprecedented prosperity—also 
are causing apprehension in some quarters. There 
has always been fear that large trade deficits with 
the United States make Canada vulnerable to eco- 
nomic and monetary policies across the border. 

As will be seen from the accompanying table, 
Canada’s transactions with the United States—other 
than those involving buying and selling of securities 
or investing capital—ended last year with a deficit 
of some $1.03 billion, the largest on record. Among 
the factors which contributed to the accumulation 
of this huge deficit, may be included: 


(1) Payments of interest and dividends, which 
are naturally growing as Americans build up their 
nvestments. This “debt service’ would be much 
arger if Americans were not reinvesting the bulk 
of their profits in Canada. 

(2) Rising incomes in Canada which have made 
possible winter holidays in Florida and shopping 
trips to American centers. At the same time more 
Americans have been going abroad rather than to 
nearby Canada. The result: Canadian tourists now 
spend more money here than Americans spend in 
Canada, 

(3) A fabulous expansion in imports from the 
States, as a result of the dynamic growth of the 
country. In 1955, the U. S. sold more goods to 
Canada than to all of Latin America; included were 
some $880 million worth of machinery—almost one- 
third of our capital goods exports. Canada also was 
ur biggest market for coal, chemicals, petroleum 
products and motor vehicles. 


It looks as if Canada’s deficit with the United 
States this year will be considerably larger than 
one billion dollars. More Canadians have been to 
Florida and more are going on shopping tours. Most 
important, however, Canadian imports from this 
country have been rising fast. During the first three 
months of ’56 they were up almost 30 percent, reach- 
ing an annual rate close to $4 billion against actual 
imports of $3.3 billion in 1955. Capital goods and 
consumer durables have apparently shown the big- 
gest increase. Although our purchases from Canada 
are also rising, it seems that Canada will incur a 
deficit of close to $1 billion in her U. S. trade ac- 
counts alone. (Please see Table II.) 

There is actually nothing disturbing about this 
“deterioration” in Canada’s international payments 
with the United States, as long as Canadians are ex- 
panding the‘r exports to other countries. This they 
are apparently doing. Aluminum, copper, nickel, 
uranium, lumber, and pulp and paper are enjoying 
demand in excess of current supplies. Second, it looks 
as if there will be no substantial letuv in the flow 
of American money to Canada; these funds have 
more than counterbalanced Canada’s deficits in the 
past. A number of the provinces already have 
floated new securities here and privately and pub- 
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Table III—U. S. Investments in Canada 
| Where U. S. Control Has Been Growing: 
| Total Investments Capital 
Invest. Owned Controlled 
inCanada in U.S. in Canada inU. S. 
($000,000) ($000,000) (in percent) 
Petroleum 
Development 900 362 530 40 59 
Refining 868 371 460 25 71 
Transportation 194 74 119 _ 100 
Chemicals 572 220 262 28 54 
Autos and other transp. 280 63 213 5 95 
Electrical appliances 386 137 226 28 62 
Rubber 130 33 97 8 92 
Mining and smelting 1,624 672 811 45 53 
Where Canada Keeps Control: 
Pulp and paper 1,285 615 539 45 42 
Textiles 611 489 66 84 9 
Iron and steel 355 296 86 83 13 
Beverages 336 244 80 73 24 
Agri. machinery 164 104 54 63 33 

















licly. Such entities as the Westcoast Transmission 
Co. and Quebec Hydroelectric have raised, or are 
expected to raise, substantial funds in this market. 
And there has been no slackening in the flow of 
direct investment funds. 

Thus in spite of heavy payments being made 
abroad, Canada does not seem to be heading for 
any balance-of-payments crisis, or the Canadian 
dollar for any sharp drop. Canada also has sub- 
stantial reserves of gold and U. S. dollars to fall 
back on. But the situation bears watching, es- 
pecially by those who have payments to make in 
Canada in the future. 


U. S. Domination Discussed 


Lastly, there seems to be still another kind of 
apprehension arising in some Canadian minds: That 
Canadians have become “‘hewers of wood and car- 
riers of water” for the United States by letting U.S. 
interests, and big U. S. corporations in particular, 
contro] the most dynamic segments of the Canadian 
economy: Petroleum, mining, and manufacturing. 
Wrote the Financial Post of Toronto a few months 
ago: 

Canada is paying for its lush prosperity by sell- 
ing ownership of its productive enterprises to Ameri- 
cans, and by running down its own assets abroad... 
Twenty-five big firms accounted for more than half 
of total U. S. ownership of Canadian subsidiaries 
... It is already in the power of U. S. investors to 
accomplish a curtailment of—or, in the worst 
imaginable case, an end to—our expansion. 

The issue of American capital “domination” is 
partly political. Foreign interests always make a 
convenient whipping boy, be it in the United States 
or in Canada. The Conservatives and the Socialists 
are in need of debatable issues for the national elec- 
tions expected next year. Rank-and-file Canadians 
recognize that American capital has been beneficial 
by providing know-how and by enormously speed- 
ing up the economic development of the country. 
Without it, the closing of the gap between American 
and Canadian living standards would have been 
unimaginable. 

The recently published report of the Dominion 
Bureau of Statistics on (Please turn to page 380) 
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By ROGER CARLESON 


Wren, at the end of the first quarter of this 
year, the machine tool industry tallied its figures for 
the three months it showed shipments totaling $193.4 
million. This was 21 per cent higher than shipments 
of $159.2 million during the corresponding period of 
1955. Shipments in each of the first two months of 
the 1956 first quarter increased by approximately 
$10 million over the like months of a year ago, with 
March of this year putting on a spurt that carried 
shipments up to $74.1 million for a gain of 24 per 
cent over March, 1955 shipments of $59.9 million. 

Giving additional brighter hues to the machine 
tool industry picture was the continued high level 
of machine tool ordering that fol!owed the display 
of new and improved models at the National Machine 
Tool Show in Chicago last September. On the first 
quarter basis, new orders totaled $296.7 million, that 
being about 60 per cent greater than the $185.4 
million put on the books in the initial three months 
of 1955. 


Optimism In The Industry 


In view of the first quarter increase in shipments 
and order backlog over a year ago, it is not difficult 
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Tool Makers 


Face 


Divergent 
Prospects 


to understand the optimism that took hold of most 
of the machine too] builders. Despite the moderate 
dip in order and shipments in April, this year, from 
the previous month’s level, this optimism still pre- 
vails. Although April new business dropped about 
12.4 per cent from the March figure, the volume of 
orders put on the books totaled $83.5 million which 
was 59 per cent greater than the $52.6 million in new 
business put on the books in April a year ago. 

The influx of orders in April brought the backlog 
for the first four months of the current year to 
$380.1 million, up by 60 per cent from the $238 
million registered in the like period of last year. 
Shipments for the four months to the end of April, 
1956, totaling $285.1 million, however, were up only 
25 per cent over the corresponding months of last 
year, according to calculations by the National Ma- 
chine Tool Builders’ Association. On this basis, it is 
indicated that shipments in the 1956 period have 
been at a slower rate but this fact does not lend 
itself to ready interpretation as an actual slow-down 
in production inasmuch as a goodly portion of the 
current order backlog probably involves machine 
tools requiring a longer lead-time than others. 

Nevertheless, the backlog for the entire industry 
currently is equal to about 8.4 months as compared 
with a 4.5 month-backlog at the end of April, 1955. 
On the other hand, an explanation for the slower 
rate of shipments may be reflected in a recent state- 
ment attributed to one machine tool builder who is 
quoted as saying that an automotive industry cus- 
tomer had requested that delivery dates on orders 
originally scheduled for the fall be put back for the 
time being at least. 


Lead Time A Big Factor For Some Builders 


Be this as it may, the comparatively high current 
backlog and the persistency of inquiries from pros- 
pective machine tool buyers is nourishing the indus- 
try’s expectations that 1956 will show considerable 
improvement in earnings over the relatively poor 
1955 results. It should be pointed out, in this con- 
nection, that there is no possible way to gauge the 
overall trend inasmuch as the lead-time for manu- 
facturers of big machines which are referred to in 
the industry as “elephants” will be considerably 
longer than that required for the makers of com- 
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paratively smaller machines. Na- 
turally, the time required be- 
tween placing of an order and 


MACHINE TO 


As a result of continuing im- 
provement in producing its new 
lines, Bullard’s shipments in the 


OL DEMAND 





actual shipments will be reflected 
in operating results over periods 


1956 initial quarter were at the 
highest level since the second 





of a month, a quarter, or even 
longer. 

For this reason, an investor 
attempting to compare one ma- 
chine builder with another, or in 
an effort to weigh the prospects 
of an individual company, should 
first fully inform himself of the 
type of machine tools these com- 
panies manufacture. For illus- 
tration: Where lead time for a 
more or less standard machine 
tool may average from six to 
eisyht months to produce, the lead | 
time for an enormous spar miller 
will require up to 18 months to mutbsuiti 
build, ready to be shipped. Thus I~ 1953——-}-— 1954 
it may be, in the case of some 
companies, that months will 
elapse between the reporting of new orders and ship- 
ments, the results of which are not entered in the 
records and net earnings on that particular order 
can be determined. 











A Case In Point 


Following the upturn in new orders in the latter 
half of 1955, enough time has elapsed for many com- 
panies to reflect the upturn in earnings in the 1956 
first quarter. A case in point of particular interest 
is The Bullard Company which in 1955 introduced 
three completely redesigned lines of machine tools. 
This involved complex problems as well as extraor- 
dinary costs in manufacturing and marketing activi- 
ties, as well as a slow down in manufacturing. As a 
result, 1955 shipments fell to $30.2 million from 
$50.1 million the year before, and Bullard finished 
the year with a net loss of $2.3 million, as compared 
with 1954 net income before Federal taxes of $9.9 
million. After a credit arising from claim for prior 
years’ taxes, the 1955 net loss amounted to a little 
more than $1 million, equal to a deficit of $1.41 a 
share for the stock. In 1954 net income, after Federai 
taxes on income and renegotiation, was $4.8 million, 
or earnings equal to $6.61 a share. 





ine | tits fireretiigie 


Source: Nat : ‘Mechine Too! Bidrs’ Assn. 


quarter of 1954, reaching $10.7 
million as compared with $10.1 
million in the final quarter and 
$5.8 million in the first quarter 
of 1955. Net income for the 
quarter ended last March 31, was 
$353,297, equal to 48 cents a 
share in contrast with 1955 first 
| quarter deficit of $580,436 or a 
net loss of 80 cents a share. 

Bullard’s order backlog at the 
end of the 1956 first quarter 
amounted to approximately $23 
million, showing no diminution 
from the same relatively high 
level at the close of 1955, not- 
withstanding increased 1956 first 
quarter shipments. Bullard’s 
outlook for the balance of the 
year is for a continuance of earnings improvement. 
After a lapse in dividend payments in 1955, the stock 
has been restored to a dividend basis with the pay- 
ment of 20 cents a share on March 30, 1956. The 
shares are currently selling around 33 as compared 
with a low of 3034, and a high of 365% this year. On 
the assumption that there will be no increase in the 
indicated present dividend rate, the stock is selling 
to yield 2.4%, indicating the market is evaluating 
the issue on the basis of a further earnings improve- 
ment. 

In its interim report for the six months to March 
25, this year, Black & Decker Manufacturing Co., 
one of the largest manufacturers of portable electric 
tool products for the retail market and for industry, 
showed net sales of $23.3 million, a gain of 16 per 
cent over the $20.1 million reported for the cor- 
responding months of last year. Income before taxes 
amounted to $4.6 million and compares with $3.3 
million a year ago, the increase being $1.2 million. 
Net income after taxes for the six months to last 
March totaled $2.2 million or $2.44 a share on the 
907,184 shares outstanding at the end of the period, 
exceeding net income of $1.5 million or $1.85 a share 
on the 859,476 shares outstanding as of March 27, 
1955. The number of (Please turn to page 387) 
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Leading Machine Tool Companies 
- -Ist Quarter Full Year 
Net Sales Net Profit Margin Price 
1955 1956 1955 1956 Net Per Share Earned Per Share Div. Per Share Range Recent Div. 
“{iiltions}- 1955 1956 1954 1955 1954 1955 1955- 56 Price Yield 
Black & Decker $20.1! $23. 3! 7.9% 9.5% $1.85! $2.441 $3.33 $4.10 $1.00° $1.00 45%2—-24%4 43 2.3% 
| Bullard 5.8 10.7 d9.9 3.2 d.80 .48 6.61 d1.41 4.00° 801 47%—27\% 33 2.4 
Chicago Pneumatic Tool N.A. 19.1 N.A. 12.4 1.01 1.81 4.35 5.61 2.00 73.00° 66 —35% 58 5.1 
Cincinnati Milling Machine 20.1" 32.42 42° 67° .48- 1.242 5.37 2.47 2.00 1.604 49%—293%4 47 3.4 
Ex-Cello-O 21.3 30.1 99 10.3 1.25 1.76 5.20 5.41 2.00° 2.00 93'%2—39'2 €&5 2.3 
Ingersoll Rand N.A. N.A. N.A. N.A. 1.02 1.20 3.80 4.54 2.50 3.00 71 —50% 62 48 
Monarch Machine Tool 4.2 2.7 3.8 5.3 25 53 3.16 .08 1.50 1.20 263%4—19% 24 5.0 
National Acme N.A. N.A. N.A. NLA. 1.37 2.00 7.37 6.4) 4.00 4.00 78\2—47 70 $7 
Van Norman Industries 4.2 8.2 2.5 3. 2 29 .38 87 1.09 1.00 1.09 19%4—1358 14 7.0 
Pe Deficit. 16 mentite ended Mar. 3 25. 3—Plus stock. 
N.A.—Not available. *—12 weeks ended Mar. 24. 4—Indicated 1956 rate. 
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ELECTRIC UTILITIES 


By OWEN ELY 


The electric utility stocks as a group have made comparatively 
little progress in the past year, but some of the individual “rapid 
growth” stocks have registered good gains. Among these were 
the Texas and Florida “blue chip” utilities and a few others, 
such as American Gas & Electric. This is particularly true if 
present prices are compared with last year’s lows, which occurred 
mainly in January of that year. 

There are about 115 non-growth and moderate-growth electric 
utilities as compared with perhaps 15 or 20 rapid growth com- 
panies. In the four years 1951-4 the former had enjoyed an 
average advance of 50% or more, it is estimated. Thus Con 
Edison advanced from 30 in 1951 to 47 in 1954 (now 46), Detroit 
Edison from 22 to 35 (now 35), Philadelphia Electric from 26 
to 40 (now 38), etc. Of course, these stocks reached slightly 
higher levels during 1955, but they recently retreated to around 
the 1954 highs. 

Why have these non-growth or moderate-growth utilities, 
which comprise about 85% of the list, made such a relatively 
poor showing while other sections of the market were so buoy- 
ant? The answer seems to lie in the field of investor psychology. 
Even sophisticated institutional investors have doubtless been 
disturbed by the political clamor over public power “preference”, 


power “give-aways”, Hells Canyon, Dixon Yates, the ruckus over 


the St. Lawrence and Niagara projects in New York, etc. These 
political agitations raised the dread spectre of public power 
triumphing over private power, with utility earnings and divi- 
dends taking it on the chin. 


A Growth Industry 


The actual picture has been quite the contrary. The private 
electric utilities continue to be an outstanding growth industry, 
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Comparative Earnings, Dividend Record and Comment on Important Electric Utilities 


___—_Earnings Per Share__ Dividends Per Share Recent Div. Price Range 
1953 1954 1955 1953 1954 1955 Price Yield 1955-1956 
American Gas & Electric $2.49 $2.52 ‘$2.92 $1.60! $1.68 $2.00- 55 3.6% 6012-40 
Baltimore Gas & Electric 1.68 1.89 2.02 1.40 1.40 1.60- 34 47 3578-30" 
Central & South West Corp. 1.72 2.00 2.04 1.04 1.20 1.40- 37 3.7 3934-2958 
Cincinnati Gas & Electric 1.56 1.72 1.90 1.00 1.00! 1.20- 27 4.4 2878-2358 
Cleveland Electric illum. 2.04 1.93 2.49 1.30 1.30 1.60- 38 4.2 4412-32'2 
Commonwealth Edison ....................... 2.38 2.70 2.62 1.80 1.80° 2.00 40 $2 4772-38\8 
Consolidated Edison 2.94 2.98 3.12 2.30 2.40 2.40 46 5.2 5234-45'8 
Consumers Power Co. 3.16 3.10 3.09 2.15 2.20 2.20 49 4.4 532-46'8 
Dayton Power & Light 2.78 2.88 3.20 2.00 2.00 2.20- 46 47 4378-42'2 
Detroit Edison d 1.92 2.05 2.43 1.50 1.60 1.80- 34 5.2 3734-3312 
Duquesne Light Co. 2.22 2.26 2.34 1.55 1.66 1.80 36 5.0 38 -33 
General Public Utilities 2.30 2.42 2.71 1.60 1.70 1.80- 35 5.1 3934-33 
Illinois Power Co. 2.74 2.82 3.45 2.20 2.20 2.60- 52 5.0 57 -47'2 
Middle South Utilities 2.06 2.13 2.21 1.3742 1.42'2 1.50 29 5.1 3558-288 
New England Electric System 1.18 1.16 1.24 .90 .90 1.00- 17 5.8 18 -157% 
Niagara Mohawk Power 2.03 2.11 2.22 1.60 1.60 1.80- 32 5.6 364-30 
Northern States Power 1.10 1.07 1.16 70 .80 .90- 17 5.2 1814-16 
Ohio Edison 3.15 3.02 3.55 2.20 2.20 2.48- 53 4.6 5412-437 
Pacific Gas & Electric 2.82 2.88 3.32 2.05 2.20 2.40- 50 4.8 5334-4412 
Philadelphia Electric 2.36 2.25 2.39 1.55 1.75 1.80 38 47 43 -37'2 
Public Service Elec. & Gas 1.80 1.96 2.26 1.60 1.60 1.80- 33 5.4 3512-298 
Puget Sound Pow. & Lt. 1.23 1.37 1.51 85 1.06 1.24- 26 47 2732-2212 
Southern California Edison 2.68 3.06 3.32 2.00 2.00 2.40- 49 4.8 5434-4434 
Southern Co. 1.24 1.29 1.35 .80 .80 1.00- 21 47 23-17% 
Union Electric Co. 1.36 1.65 1.70 1.20 1.20 1.40 27 5.1 31%-27 
Utah Power & Light 2.61 2.88 3.10 1.80 2.00 2.20- 48 4.5 52%2-41%4 
Virginia Electric & Power 1.78 2.20 2.54 1.40 1.40 1.60- 44 3.6 4532-33 
West Penn Electric 1.72 1.88 2.06 1.10 1.15 1.40- 26 5.3 294-234 
3714-30 


Wisconsin Electric Power 


2.16 2.31 2.36 1.50 1.50 1.60 33 4.8 


1_Plus stock. 


*—Indicated 1956 rate. 3—Plus 1 sh. Nor. Ill. Gas for every 25 sh. held. 
Niagara Mohawk Power: Suffered marketwise from political issues over 
St. Lawrence and Niagara Power Projects. Further delay with Niagara 


Project appears likely. Yield of 5'/2% high considering calibre. (H) 


ely American Gas & Electric: This well-managed utility system has big ex- 
pid pansion plans to serve huge new aluminum plants and other heavy 
industries in Ohio Valley. Leader in engineering research. (H) 


ere 
: Baltimore Gas & Electric: Conservative old-line utility with moderate Northern States Power: Large midwest utility, in stable farm areas. Share 
rs, earnings gains in recent years. Equity ratio above average. (H) earnings oa moderately in recent years, dividend payout increased. 
° ield. (H 
if Central & Sou'h West: Southern ‘‘growth’’ utility system with fine record. pune . i - 
red Held by some 193 institutions, and included in fifty ‘‘most popular’ Ohio Edison: Share earnings irregular in 1947-54, but improved sharply 
issues. (H) in 1955-6. Dividend increased in recent years, but payout still conserva- 
tive. (H) 
. Cincinnati G. & E.: Serves very stable area and enjoys excellent public ‘ \ . : e : 
ric relations. While Ohio allows fair value rate base, return on plant cost Pacific Gas & Electric: Second largest electric-gas utility, with huge sales 
of 7.4% seems high. ((H) gains, but share earnings showed little imorovement over 1946 level until 
m- E P 7 g p company obtained rate increase last year. (H) 
Cleveland Elec. Illum.: High equity ratio affords some protection against 9 ; : 
an heavy industrial load. Share earnings gains slow but consistent until 1955, Philadelphia Electric: Old-line utility with diversified economy. Delaware 
‘ion when they rose sharply due to higher rates. (H) River section now reflects big industrial development. Share earnings 
see ‘ ‘ im : disappointing 1951-54, but now showing modest gains. (H) 
oit Commonwealth Edison: Large, conservative utility. Gas property ‘‘spun sf jf . ise - 
M5 off’, offsetting gains in electric earnings. Improvement anticipated this Public Service E. & G.: Big bus subsidiary, past unfavorable regulation, 
26 year because of large new generators. (H) mediocre share earnings 1950-54, retarded market interest. Revenues now 
% ' gaining sharply; earnings better. Yield 5.5%. (H) 
tly Consolidated Edison of N. Y.: Largest electric-gas utility with high equity 


ratio, stable earnings, good yield. (H) Puget Sound P. & L.: Share earnings, irregular 1948-54, now showing good 
nd advance. Equity ratio very high. Long-term outlook favorable if growth 
Consumers Power: Conservative management. Share earnings gains rather plans mature. (H) 

slow considering big increcse in revenues. Increase in cash dividend 


es possible. (H) Sou‘hern Calif. Edison: Area growing rapidly, but share earnings have not 
Sy : : made much net gain since 1950 despite rate increase in September 1954. 
aly Dayton Power & Light: Share earnings gained sharply last year. Dividend Handicapped by droughts and higher fuel costs. (H) 
. policy conservative, increase probable when rate problems settled. (H) 
ri. Southern Company: Despite good revenue gains share earnings irregular 
»V . . F ‘ : 
¢ Detroit Edison: Stock of good calibre and yields about 5.3%, but has 1948-54, but now with less equity financing are improving. Dividend 
yy. probably been affected marketwise by current decline in auto output. (H) increased to $1. (H) 
en Duquesne Light: Earnings, in a gradual uptrend since 1948, showed good Union Electric: Share earnings irregular in 1949-51 but in uptrend since. 
” 1955-6 gains. Possibility of steel strike should be kept in mind. (H) Will soon spin off stock of Hevi-duty Electric, inherited from North Ameri- 
i can Company. Good yield. (H) 


General Public U‘ilities: Consistent upward trend in earnings should con- 


rer tinue this year, despite rate cut for Pennsylvania subsidiary. Spin-off of Utah Power & Light: Rapid growth in recent years. Share earninas in 
Se Manila Electric might be possibility. (H) uptrend since 1951. Further increase in dividend rate seems likely. (H 
rey Illinois Power: Share earnings, after sharp downtrend in 1946-51 and Virginia Elec. & Power: Above-average growth, and share earnings and 


side-ways move in 1952-4, have made good recovery due in part to rate 














dividends in uptrend since 1952, benefitting by rate increase in 1954. 


V1- increase. (H) Dividend rete raised to $1.80, but still conservative. (H) 
Middle South Utilities: Plagued by ‘’Dixon-Yates’’ controversy and adverse Wes? Penn Electric: Fine record of increasing share earnings, attractive 
rate decisions in Arkansas. Bad news now seems fully discounted. (H) yield. Modestly priced relation current earnings. ( 
New England Elec. System: Share earnings in narrow range in past decade, Wisconsin Electric: Conservative record, well-balanced stable area. Trend 
with modest gain in 1955 to $1.24. Earnings low on rate base. Regulatory of share earnings somewhat disappointing until 1955-6 when there was 
climate somewhat unfavorable. 6% yield. (N) substantial gain. (H) 

ite io a Se _ 2 

RATING—(H)—Hold. (N)—Neutral. 
vy, 





























ET JUNE 9, 1956 353 























1955 Key Statistics and Ratios oj 
Central Cleve- 
American Baltimore & South Cincinnati land Common-_ Consoli- 
Gas & Gas & West Gas & Electric wealth dated 

Electric Electric Corp. Electric illum. Edison Edison 
PLANT VALUE (MILLIONS) GROSS $1,152 $393 $524 $308 $413 $1,449 $1,811 
Depreciation Reserve 241 77 77 69 105 352 361 
Net Plant Account 911 316 447 239 308 1,097 1,450 
CAPITAL RATIOS (%) sineat 
Funded Debt to Total Capitalization 56 51 50 a9 45 52 47 
Preferred Stock to Total Capitalization 10 8 14 12 8 11 
Common Stock & Surplus to Total Capitalization 34 41 36 39 47 48 42 
ANALYSIS OF REVENUES — ELECTRICITY % 100 71 100 63 96 100 79 
Gas % 27 37 15 
Miscellaneous % 2 4 6 
INCOME ACCOUNT (Consolidated) 
Gross Revenues (Millions) $ 258 $118 $114 $108 $104 $ 336 $ 493 
Operating Expense (includ. purch. pow. & gas) 89 66° 37 57 39 142 208 
Maintenance 21 8 6 6 20 48 
Depreciation 30 9 12 7 1 35 43 
Taxes — Federal Income (includ. Deferred Taxes) 39 12 19 14 18 41 44 
Taxes — Other 20 10 8 6 8 38 77 
Net Operating Income (after all taxes) 58 17 29 17 21 59 72 
Gross Income 59 18 29 18 21 60 73 
Fixed Charges, etc.! 17 4 9 3 4 14 20 
Net Income 42 12 19 14 18 46 52 
EXPENSES RATIOS (%) 
Ratio Depreciation to Gross Revenues 12 7 10 7 11 10 9 
Maintenance to Gross Revenues 8 7 6 5 6 10 
Combined Deprec. & Maintenance to Gross Rev. 20 17 13 16 16 19 
Operating Ratio (including taxes) 77 85 74 83 80 82 85 
EARNINGS RATIO 
No. Times Fixed Charges Earned after taxes! 3.4 4.4 3.1 5.3 5.0 4.3 3.6 
ANALYSIS Of ELECTRIC REV. (% of Total) 
Residential & Rural 17 34 37 35 33 34 34 
Commercial 7 31 26 25 59- 29 54- 
Industrial 55 34 28 29 26 
Other 21 1 9 11 8 11 12 
COMMON STOCK — Recent Price $ 55 $ 34 $ 37 $ 27 $ 38 $ 40 $ 46 
Indicated Dividend Rate $ 2.00 $ 1.60 $ 1.40 $ 1.20 $ 1.60 $ 2.00 $ 2.40 
Dividend Yield . 3.6% 4.7% 3.7% 4.4% 4.2% 5.2% 5.2% 
Earned Per Share on Common Stock in 1955 F $ 2.92 $ 2.02 $ 2.04 $ 1.90 $ 2.49 $ 2.62 $ 3.12 
Price — Earnings Ratio 18.8 16.8 18.1 14.2 15.2 15.2 14.7 
Dividend Pay-out % 68% 79% 68% 63% 76% 


1_Includes interest on construction credit. 


64% 77% 





*—Combined commercial and industrial. 


3—Includes maintenance. 








benefiting by continued research developing new 
methods of generating and transmitting electricity 
and new devices for using it. The farmers are con- 
stantly increasing their use of electric appliances to 
mechanically milk cows, raise chickens, increase irri- 
gation, etc. In the household, new electrical gadgets 
are constantly being introduced or old ones im- 
proved; incinerators and driers are now being intro- 
duced, and color TV, which will use more electricity 
than black and white, will soon be on a mass pro- 
duction basis. Air conditioning equipment has grown 
rapidly in recent years, so much so that southern 
utilities now find it almost a headache to supply the 
summer demand for residential current. The heat 
pump, which provides a better-balanced load — for 
both heating in winter and cooling in summer — is be- 
ing rapidly perfected and is now being installed in in- 
creasingly larger numbers in the south. It seems only 
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a matter of time until it will be adapted for use in 
northern climates without the use of cumbersome 
auxiliary heat. York Corporation has recently an- 
nounced a new model which seems promising. 

In 1955 the utilities sold 15% more electricity 
than in the previous year — a better-than-normal rate 
of gain, the 1954 gain having been reduced by the 
business let-down early in that year. Residential 
sales in 1955 increased 11%, commercial 8%, and 
industrial 22%. However, due to lower average rates 
resulting from promotional schedules, the gain in 
revenues was only 10%, while earnings available 
for common stock were up about 11%. Of course 
the improvement in average share earnings (no 
data on this are compiled) was somewhat less, 
since a number of utilities issued additional shares 
during the year, but it appears likely that the 
gain was in the neighborhood of 6.8%. Dividend 
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Important Utility Companies 
= Public Puget 
Con- Middle Niagara Northern Pacific Service Sound Southern Union West 
sumers Detroit South Mohawk States Ohio Gas & Phila. Elec.& Power& Calif. Southern Electric Penn 
Power Edison Util. Power Power Edison’ Electric Electric Gas Light Edison Company Co. Electric 
$678 $850 $642 $895 $489 $510 $2,165 $868 $947 $120 $915 $973 $549 $506 
109 152 109 227 92 94 412 173 210 18 154 166 124 117 
509 698 533 668 397 416 1,753 695 737 102 761 807 425 389 
44 58 55 50 45 45 46 48 53 44 49 54 49 54 
i4 9 15 21 16 20 12 9 14 13 15 16 
42 42 36 35 34 39 34 40 38 56 37 33 36 30 
68 98 84 81 86 98 65 84 70 100 100 99 94 98 
31 10 19 12 34 14 30 3 
1 2 6 2 2 1 2 1 3 2 
$189 $219 $153 $227 $126 $123 $ 443 $210 $273 $ 23 $176 $209 $119 $126 
91 101 60 101 54 40 160 85 122 8 62 77 43 46 
10 18 10 18 7 8 13 17 26 2 11 12 10 ‘e 
17 18 17 18 11 13 43 23 20 1 18 28 14 13 
28 22 20 17 17 24 64 34 28 3 25 30 15 18 
8 18 15 27 14 9 50 8 34 2 21 14 10 8 
34 37 30 39 23 28 93 41 42 6 38 46 25 28 
36 38 30 39 23 28 94 41 43 6 39 47 26 28 
7 1 10 10 5 5 22 8 11 1 10 19 6 10 
29 26 19 29 18 23 71 33 30 5 29 26 19 17 
9 8 11 8 9 10 10 10 7 6 10 13 iW 10 
5 8 7 8 5 7 3 5 10 8 6 6 9 8 
14 16 18 16 14 17 13 15 17 14 16 19 20 18 
82 83 80 82 81 77 79 80 84 73 78 78 78 78 
5.3 3.4 3.0 3.9 5.1 5.8 4.3 $.2 3.7 4.7 3.8 2.4 4.1 2.7 
41 38 36 31 45 37 46 33 35 55 42 35 34 38 
21 27 25 17 49, 22 442 22 30 26 20 26 21 16 
34 31 28 39 33 35 32 1 27 30 34 41 
a a 11 13 6 8 10 10 3 8 11 9 WW 5 
$ 49 $ 34 $ 29 $ 32 $ 17 $ 53 $ 50 $ 38 $ 33 $ 26 $ 49 $ 21 $ 27 $ 26 
$ 2.20 $ 1.80 $ 1.50 $ 1.80 $ 90 $ 2.48 $ 2.40 $ 1.80 $ 1.80 $ 1.24 $ 2.40 $ 1.00 $ 1.40 $ 1.40 
4.4% 5.2% 5.1% 5.6% 5.2% 4.6% 4.8% 4.7% 5.4% 4.7% 4.8% 4.7% 5.1% 5.3% 
$ 3.09 $ 2.43 $ 2.21 $ 2.22 $ 1.16 $ 3.55 $ 3.32 $ 2.39 $ 2.26 $ 1.51 $ 3.32 $ 1.35 $ 1.70 $ 2.06 
15.8 14.0 13.1 14.4 14.7 14.9 15.0 15.9 14.6 17.2 14.7 15.5 15.8 12.6 
71% 74% 68% 81% 77% 70% 72% 75% 79% 82% 72% 74% 82% 68% 











payments per share in the past year improved 
about 6%. 

Preliminary earnings results for the month of 
March 1956 are now available. Revenues again 
showed a gain of 10%, and net income was nearly 
12% over the previous year. The great majority of 
electric utility executives have forecast improved 
share earnings for the calendar year 1956, and re- 
sults to date bear out this optimism. 

In addition to the influence of election-year politi- 
cal bogies, the utility stocks have had to contend 
with rising money rates, an important short term 
factor. This influence was particularly noticeable 
in the month of April when utility stocks declined 
steadily while rails were strong and industrials 
irregular. With the easing of tension in the bond 
market, however, the utility group has recently 
managed to stay a little higher than the lows of 
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late April despite the sharp drop in industrials 
and rails. 

Back in the first half of 1953 there was a similar 
money market episode. The new administration 
wanted to check inflationary trends and introduce 
a “harder” money policy with the result that prices 
of bonds and preferred stocks dropped rather 
sharply. At that time also utility common stocks 
retreated, although they soon made up the lost 
ground when the bond market brightened. 

As noted above, the general outlook for the indus- 
try remains excellent. Residential sales increase an- 
nually at a normal average of about 7% compounded, 
while industrial sales show a more irregular upward 
trend, being affected by the business cycle; com- 
mercial sales remain in between the two. In addi- 
tion to growth, revenues and earnings have several 
“built-in”’safety factors (Please turn to page 372) 
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by GEORGE L. MERTON 


BB ore-Warner Corp. is an example of dynamic 
enterprise and intelligent management which is com- 
ing to the fore in a big way. Indeed, so varied are 
the stakes of this fast-moving company that its activ- 
ities do not permit an epigrammatic description. 

B-W could, with justification, employ the technique 
of storekeepers whose signs state: “If you do not 
see what you want, ask for it.” But the Chicago- 
based company has been thoughtful enough to pub- 
lish an eight-page catalogue to call attention to its 
thousands of products. While this progress enter- 
prise doesn’t make everything, the products of 
B-W range from A to W—acutating cylinders to 
watt meters. 


Pains and Problems 


Growth brings pains and diversity creates prob- 
lems. So while the actuating cylinders (they’re for 
aircraft use) and the watt meters (for electronics) 
are doing all right, numerous items in between have 
become sticky. 

This is understandable since more than 43% of 
B-W’s total sales (based on 1955 figures) were to 
the automotive industry. With that industry sustain- 
ing a sharp setback this year after the abnormal 
upsurge of 1955, these are not times calculated to 
boost the sale of such items as clutch plates, brakes, 
free-wheeling units and propeller shafts. And cut- 
backs are the order of the day for household appli- 
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ances, which rank behind automotive as a source of 
B-W revenues. 

Record sales and income registered by B-W last 
year were due, in substantial measure, to the increase 
in its automotive-supply business, which soared on 
demands of the motor-car industry. But B-W never 
has had any illusions about the stability of the auto- 
supply business. To prosper (indeed, to survive) a 
parts producer must have a first-rate program of 
research and development plus considerable diversifi- 
cation. B-W has these things with something to spare. 


Spending for New Products 


To survive, a parts supplier must invest large 
sums in new-product development. B-W, as an ex- 
ample, has developed at considerable expense, an 
automatic transmission that is used extensively by 
Ford Motor Co. and other car producers. Its auto- 
matic-transmission business with Ford appears to 
be well protected, incidentally, at least through the 
1958 model year under an agreement that specified 
Ford must buy half of its automatic transmissions 
from B-W if it is to obtain paid-up and irrevocable 
rights to B-W transmission patents. 

Another measure of the high-level engineering 
that has made B-W a respected name in the automo- 
tive field may be gleaned from the fact that B-W is 
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expected to make the au- 
tomatic transmission for 
the Nash Rambler, a 
product of American Mo- 
tors Corp. Up to now, 
Nash has used the Hydra- 
Matic of General Motors. 

Costly research, of 
course, does not always 
pay off for a parts-maker, 
for the motor-car manu- 
facturers themselves may 
develop superior items in 
their own laboratories. 

It should occasion no 
surprise, therefore, that 
all producers of auto 
parts are casting about 
for diversification. In the 
forefront of this trend is 
B-W, which has trimmed 
its proportion of sales to 
the automotive people to 
43.5% of the over-all 
total from 60% in 1950. 
The 43.5% figure cited 
is for 1955 and there is 
no question that the 1956 
total will show yet an- 
other decline for the 
auto-parts segment—not 
only because automotive 
has sustained a setback, 
but due also to the mas- 
sive program of diversi- 











An Exclusive Statement for The Magazine of Wall Street: 


THE NEED FOR MANAGEMENT IN DEPTH 


by Roy C. Ingersoll, 
Chairman of the Board, Borg-Warner Corp. 


One of the most urgent and important jobs of American 
business and industry today is to build “management in 
depth.” 

| know this necessity exists in our own company, and | 
believe that the necessity exists no less in American busi- 
ness and industry as a whole. 

In simple terms it means that a company should have a 
reservoir of capable sub-executives who are trained and 
ready to step into the shoes of their superiors in every 
area that affects sales, earnings, and services to our 
customers and the public. 

It is Borg-Warner’s basic philosophy that companies 
which build strong, virile, hard-hitting, and cooperative 
executive organizations possess a tremendous asset which 
does not appear on the balance sheet but is nevertheless 
very real. 

Two different companies may be able to show you 
almost identical balance sheets today. But within a few 
years one company, which has built management in depth 
while the other has failed to do so, may be double the 
size of its competitor. Or the competitor may have passed 
out of the picture completely. 

This is why bankers, security analysts, union econo- 
mists, investment houses and even individual stock buyers 
should look, if possible, beyond the balance sheet when 
they seek to evaluate the future of a company. 

The development of a trained management, sufficiently 
flexible to meet changing conditions in the future, is an 
obligation which every company owes fo its stockholders, 
its employes and its customers alike. 


Ingersoll Conditioned Air 
furnaces, a product of 
one of the Kalamazoo, 
Mich., plants of B-W. 

In February of this 
year, Morse Chain Co., a 
subsidiary of B-W, an- 
nounced acquisition of 
Eberhart-Denver Co. of 
Denver and its affiliate, 
Spreco, Inc. of Chicago. 
Eberhart is one of the 
country’s leading makers 
of speed reducers. Its 
products will materially 
strengthen the Morse line 
of chains and_ other 
power’ transmission 
equipment. 


Daddy of All B-W 
Mergers 


Far and away, the 
most vital of all B-W 
mergers is the one now 
in the works. It would 
make York Corp. a part 
of the B-W organization. 

York probably is the 
oldest (Carrier Corp. will 
dispute that) refrigera- 
tion and air-conditioning 
company extant. For a 
time, it led the field, but 
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B-W. The company is 
counting on auto parts 
for only 35% to 36% of its sales this year. It recog- 
nizes that the parts business is a shrinking industry 
marked by narrowing profit margins, the outgrowth 
of a drive by the car-makers to achieve an ever 
higher degree of integration. 


Growth Through Diversity 


B-W undertakes expansion in new fields only when 
it finds, after thorough study, that its managerial, 
research, engineering and production “know-how” 
can make a vital contribution to the success and 
growth of these enterprises. The program entails 
internal expansion and external acquisitions. 

An important milestone was attained last Sep- 
tember with the acquisition of Byron Jackson Co., 
maker of oil well tools, centrifugal pumps, electronic 
instruments and rubber products for varied indus- 
tries. In the Byron Jackson division, B-W has gained 
the added strength of the 87-year-old company’s 
several manufacturing plants and entered into new 
fields of industrial activity. The takeover was con- 
summated through exchange of four shares of B-W 
stock for each five shares of Byron Jackson. 


Picking Up Small Ones, Too 


Two smaller but nonetheless flourishing companies 
were subsequently acquired. In November, Primor 
Products, Ine. of Adrian, Mich., was taken over. 
Primor produces standard and custom-made water- 
cooled air-conditioning systems which are used with 
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management’ wrested 
that leadership from 
York, although within the trade York engineering 
is regarded as unexcelled. York has the distinction 
of being one of the few across-the-board manufac- 
turers of air-conditioning equipment, which means 
that York makes everying in the line from room 
coolers (for pace-setting Phileo, too) to the kind of 
apparatus that provides climatic control for hotels, 
skyscrapers and sprawling Government buildings in 
Washington. York also has a considerable stake in 
military and industrial work. 


Significance Of the Merger 


On April 4, the boards of B-W and York voted 
approval of an affiliation of the companies and 
await only the action of York stockholders at the 
special meeting on June 25. The consolidation would 
be effected under a plan of reorganization whereby 
B-W would acquire all assets and assume all liabili- 
ties of York and each holder of York common stock 
would get one-half share of B-W for each share of 
York, In addition, the York holder would receive $2 
in cash for each share of York common. If York 
shareholders vote approval of this plan, the consoli- 
dation would become effective on July 1. 

The significance of this merger is to be found in 
the drive at B-W to expand its hold in the appliance 
field. It is noteworthy that although B-W sales to 
the automotive industry in 1955 (a year when all 
auto output figures toppled) were considerably 
larger than those of 1954, automotive sales in 1955 
represented a smaller percentage of total volume, fall- 
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| 
— — ately. Radio Corp. of America, which has done au | 2 
Comparative Balance Sheet Items outstanding job of rounding out the appliance line) 4H 
= Has sh ‘ , ts has, on the other hand, fared extremely well. ; 
“December 31. The York line of products will put Norge in thel I 
1946 1955 Change top ranks of appliance producers. Norge, of course Za 

ASSETS (000 omitted) 

i at <a a a ioe produces refrigerators, washing machines, devel 

Cash & Marketable Securities ‘$ 29,562 $ 85,910 +$ 56,348 and ranges. The dealer setup now handling theself 

Receivables, Net 16,637 68,057 + 51,420 Norge products offers a ready-made outlet for thel eg 

Inventories 36,695 90,891 + 54,196 air-conditioning products of York. , 

TOTAL CURRENT ASSETS 82,894 244,858 + 161,964 The dealer organization is quite extensive, as itl 

tat Hnpaity 25,531 81,441 + 55,910 needs to be in this competitive field. Consumer financ-| 

tacntagiote 460 1228 + 768 ing for the purchase of Norge products now is avail-| 

ot a 265 10,541 -+ 10,276 able in 18 states through the services of B-W Accept-}~ 

Gti isan 4,835 5812 + 977 ance Corp. The expansion of B-W Acceptance, plus}! 

TOTAL ASSETS $113,985 $343,880 $229,895 a continuous stream of promotional activities, were} 

primarily responsible for adding 6,500 stores in 1953) 

LIABILITIES to the roster of Norge retail outlets. 

Accounts Payable $ 11,740 $ 27,343 +$ 15,603 

Accruals 1,757 19,858 + 18,101 A $100 Million Potential 

Inc. Tax & Renegot. 10,094 51,964 + 41,870 

TOTAL CURRENT LIABILITIES 23,591 99,165 + 75,574 In the growing air-conditioning field, York could 

Other Liabilities 026 = 026 easily add $100 million per year to the B-W volume, 01 

Dieitiine 5,185 3,756 — 1,429 which reached a record $552,192,000 last year. Yor‘ | a 

Long Term Debt 5,675 + 5,675 sales for its last fiscal year (ended September 30) p 

Preferred Stock 20,000 16,320 — 3,680 totaled $82,714,000, down from the preceding year, | t] 

a aN 12,310 40,695 -+ 28,385 when an all-time high of $93,273,000 was established. | g 

Surplus 52,873 178,269 + 125,396 Despite the ups and down of the air-conditioning | 

TOTAL LIABILITIES $113,985 $343,880 +$229,895 a Fh Ha - _ —— by wags Peg on n 

and stimulated sharply by a heat wave, York has | : 

ae Gare _—— ee eee managed to operate profitably in each of the post- 7 

CURRENT RATIO » 35 2.4 —- a war years. A measure of the hold that air-condi- | p 

tioning has taken may be gleaned from the fact that | F 
York sales in 1946 amounted to a little more than | sf. 
ing to 43.5% from 45.5%. Meanwhile, the appliance $32 million. That figure, of course, was roughly one- p 
segment rose to 26.1% in 1955 from 22.8% in 1954. __ third of the business done by York in fiscal 1954. v 

B-W long ago established an enviable reputation a 
for its Norge division, which turns out home appli- Crane, Hoist and Monorail a 
ances. The home-appliance sales of that division last | ¥ 
year approximated $129 million, the highest total While the appliance business bids fair to vie with t 
in Norge history, more than 73% ahead of 1954 and automotive for leadership in bringing dollars into 
triple the volume of 1953. the B-W coffers, the company has other fish to fry. 

The York acquisition represents a move in the In the middle of last month, B-W purchased Indus- | t 
direction of rounding out the line. Numerous compa-_ trial Crane & Hoist Corp. of Chicago through issu- | b 
nies with one or even a handful of appliances have ance of additional common shares. Amount of stock b 
come to grief in the appliance field. Such illustrious involved in the transaction was not disclosed. r 
corporate names as General Mills, International Har- Industrial Crane produces overhead cranes, hoists f 
vester and General Dynamics come to mind immedi- and trolleys, monorail (Please turn to page 375) t 

t 

Long Term Operating and Earnings Record 

Percent C 

Net Operating Income Net Net Net Div. Earned g 

Sales Income Operating Taxes Income Profit Per Per on Invested Price Range t 
————(Millions)--—— _— Margin — -(Millions':————__ Margin Share Share Capital High Low t 

1955 $ 552.1 $82.4 149% $ 43.7 $ 41.0 74% $5.17 $2.40! 17.1% 2507-3434 ‘ 

1954 380.3 51.2 13.4 24.4 24.4 6.4 3.27 166 12.3 39-35% I 

1953 407.3 59.3 14.5 33.6 23.9 5.8 3.25 1.66 13.0 2856-21% ‘ 

1952 353.9 617 17.4 37.1 22.9 6.4 3.11 1.66 13.2 274-2012 , 

1951 369.1 64.4 17.4 37.0 21.9 5.7 2.95 166 13.9 237-192 

1950 330.9 68.0 20.5 31.5 29.0 8.7 4.05 2.33 20.2 24%-185% { 

1949 252.3 4.8 165 13.6 22.0 8.7 3.05 183 169 1934-14% { 

1948 309.2 56.0 18.1 21.4 26.2 8.4 4.14 1.50 23.2 22 -14% ‘ 
| 1947 258.3 452 17.5 17.5 20.0 77 3.40 68 208 185-122} ( 

1946 138.8 15.3 11.0 5.7 9.0 6.5 1.22 53 106 2012-12 1 

10 Year Average 1946-1955 $ 335.2 $545 16.1% $ 265 $ 24.0 7.1%  $ 3.36 $1.59 16.1% 507%-12 

1_Indicated 1956 rate. 2—To May 22, 1956. 
nnn _ enenenieaetnns mens LL a 
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Amortization and Depreciation 


Many subscribers have asked us to comment 
on the subjects of amortization and depreciation; 
also their impact on the net profits situation of com- 
panies. From the tenor of the inquiries, it is obvious 
that they, generally, are interested in the import of 
such terms as “fast tax writeoff” and “cash flow.” 

Under Federal law, adopted to strengthen this 
nation’s defense potential, innumerable industries 
have been allowed to use accelerated amortization, a 
device calculated to encourage the building of new 
plants and facilities. Companies that qualify under 
Federal law are permitted to amortize a plant or 
facilities in five years instead of customarily longer 
periods. Under this accounting method, companies 
which have availed themselves of the allowance now 
are accruing depreciation for tax purposes on such 
a basis. The resulting cash accruals, commonly re- 
ferred to as the “cash flow,” accrue to the company, 
to be used for expansion and other corporate pur- 
poses. 

It is a fact that the device of accelerated amortiza- 
tion of privately-owned defense facilities (they may 
be utility generating stations, freight cars or paper- 
board plants) has been resorted to in the three great 
national emergencies of the current century. Manu- 
facturers (and investors) have a special interest in 
the subject of tax allowances for capital consump- 
tion, of which special amortization is a vital aspect. 

It is well to emphasize that accelerated amortiza- 
tion does not increase the total tax-free allowance 
for capital consumption. Its amount remains, in all 
cases, the cost of the plant or the facility. What the 
acceleration does is to make the allowance (and thus 
the tax deduction) available earlier in the life of 
the plant or the facility, spreading over a five-year 
span what would otherwise extend over a longer 
period. Once the allowance is exhausted in this way, 
there is, of course, no more to be taken in later years. 
The essence of the device is a shift in timing only. 

Investors, of course, rely greatly on the net profits 
figure in judging a stock’s value. It is well, however, 
to consider other items in the income account and 
among the most important of these is the sum 
charged for depreciation. In 1955, as an example, it 
was greater than the after-tax net profits in quite 
a few instances. 

The amount of the depreciation allowance is obvi- 
ously going to have a large impact on reported earn- 
ings. In recent years, such charges have turned up 
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a considerable variance, from company to company. 
This has been, in great part, the result of the use 
of accelerated amortization and the liberalization of 
the Federal laws covering depreciation. 

As a consequence, reported earnings may give a 
distorted picture of actual results. In the case of 
accelerated amortization, many companies have 
availed themselves of Government-approved expan- 
sion programs and thus reduced their tax liability 
during the five-year period. This reduces their re- 
ported earnings, although actual earnings capacity 
may be increased. 

An exception is the railroad industry, where the 
Interstate Commerce Commission has ordered the 
railroads in setting forth their corporate statements 
to deduct only normal depreciation and the actual 
tax paid. This tax, by the way, is below normal be- 
cause railroads claim accelerated amortization ex- 
pense for tax purposes. Thus, railroad earnings are 
usually overstated in comparison with most corp- 
orate reports by industry. 

The investor should adjust the earnings statement 
before making comparisons. 

Another problem raised by depreciation is the 
fact that it often does not cover the present cost of 
replacing plant and equipment, because the latter 
items are based on original cost. The ravages of 
inflation have greatly increased such costs. 

Last vear, George M. Humphrey, Secretary of the 
Treasury, asserted that the fast tax writeoff had be- 
come “an artificial stimulus of a dangerous kind.” 
Business leaders disagreeing with Mr. Humphrey 
argued that it was cheaper than having the Govern- 
ment foot the bill for expansion programs. Their 
feeling was that if Washington wanted steel (or 
electric generating stations or railroad boxcars or 
plants) for defense, then the fast tax writeoffs 
should be renewed. 

The fact, of course, is that they have not been 
renewed on anything like the scale of a few years 
ago. 

Whether rapid amortization is “dangerous” or 
not, there’s strong evidence that it’s an expansion 
stimulus. From 1951 through 1954, business spend- 
ing on new plant and equipment totaled $107 billion, 
an increase of $24 billion over the outlay in the pre- 
fast writeoff period of 1947-1950. Spending on fast 
writeoff projects in the later period toted up to $22 
billion, almost equal to the overall increase. 
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By WARD GATES 


S ince the majority of industrial corporations have 
now released 1955 annual reports, there has been 
time to make a study of the information revealed 
therein. With few exceptions, the reports, as in 
more recent years, continue to disclose in detail a 
great amount of information and show a number 
of pronounced general trends, although the latter 
vary somewhat. This, of course, is not surprising 
considering the diversity of experience of individual 
companies in different industries. 

An outstanding feature of almost all the com- 
panies whose annual reports for last year were 
scrutinized is the continued growth in total assets. 
This growth, in almost every instance, was accom- 
panied by record sales and a generally high level 
of earnings. In this connection, according to sta- 
tistics compiled by the Sécurities and Exchange 
Commission jointly with the Federal Trade Com- 
mission, practically all major industries indicated 
gains in sales in 1955 over 1954. 


Durable and Nondurable Goods Industries 


The durable goods industries, with total sales 
last year of more than $142 billion, made the largest 
gains, the overall increase over the previous year 
being 16 per cent. Leading this group were motor 
vehicle and equipment makers with sales of $27.8 
billion, a gain of 29 per cent over 1954, with the iron 
and steel and nonferrous metals groups showing in- 
creases of more than 20 per cent. Other durable 
goods industries that ranked high from the stand- 
point of 1955 sales gains were stone, clay and glass 
products, fabricated metal products, and lumber 
and wood products. 

Although nondurable goods industries overall 
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1955 increase in sales was 8 per cent, several groups 
in this classification registered substantial gains. 
These included rubber products with sales increase 
of 22 per cent; petroleum refining 17 per cent; paper 
and allied products 16 per cent; and chemicals 15 
per cent. Ranking fifth in the nondurable goods 
industries were textile mills products with a 14 per 
cent increase in sales and an increase of 204 per 
cent in earnings after taxes. This earnings showing 
reflected the relatively poor 1954 earnings of the 
industry. 


A Significant Year 


The year 1955 was significant for a number of 
other reasons. It marked the completion for many 
companies a full decade of plant modernization and 
expansion, further progress in productive tech- 
nology, product research, and organization develop- 
ment. In this latter connection, the metamorphosis 
that began for some of these companies during 
World War II has been accelerated by these ad- 
vances, As a result, some of them have changed to 
such an extent from the standpoint of plant and 
equipment, new products, general organization, and 
finances, they are almost incomparable with the 
same companies of 1940. 

Another feature of many company reports for 
1955 was the continued substantial capital expendi- 
tures for plant and equipment, as well as sustained 
high level spending on (Please turn to page 377) 
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Recent Balance Sheet Changes of Selected Companies 
Annual 
Ratio of Invested Depre- 
Cash & Net Cash & Long Capital ciation 
Marketable Current Current Working Secur. Term and Total & Amort. 
Securities Receivables Inventories Assets Liabilities Capital Current to Cur. Debt Surplus Assets Charges 
— —_—— {Millions)- - Ratio _Liabil. (Millions) 
Allegheny Ludlum Steel 
December 31, 1955 $236 $197 $437 $888 $401 $48.7 22 58% $302 $908 $1638 $108 
December 31, 1954 8.7 12.8 34.7 57.4 20.7 36.7 2.7 42 32.5 80.7 135.8 9.8 
Aluminum Co. of America 
December 31, 1955 54.1 94.8 162.2 315.3 90.7 2245 3.4 60 308.3 555.1 1,010.5 45.1 
December 31, 1954 57.6 81.0 162.9 304.4 121.7 1826 2.5 47 336.3 486.2 982.2 40.6 
American Cyanamid 
December 31, 1955 163.0 49.1 72.5 284.8 89.6 195.1 3.2 181 94.7 327.8 515.4 30.2 
December 31, 1954 141.5 47.6 72.9 262.1 77.5 184.6 3.3 182 108.2 312.9 499.9 23.6 
American Tobacco 
December 31, 1955 23.6 47.7 656.2 727.6 171.7 555.8 4.2 14 206.3 423.6 801.7 3.5 
December 31, 1954 26.3 44.5 632.1 703.0 152.6 550.4 46 17 2.8.9 403.7 775.3 3.3 
Babcock & Wilcox 
December 31, 1955 22.9 34.1 56.9 122.8 37.5 853 3.2 57 10.0 117.2 165.8 6.2 
December 31, 1954 27.3 39.2 40.9 122.7 41.7 809 3.0 65 10.0 106.3 161.4 5.2 
Bethlehem Steel 
December 31, 1955 689.5 202.0 310.8 1,202.4 392.4 809.9 3.0 175 336.9 1,186.0 1,9986 102.6 
December 31, 1954 395.3 140.5 267.2 803.1 302.9 500.1 2.6 130 152.1 1,079.9 1,613.4 92.8 
Bridgeport Brass 
December 31, 1955 11.3 14.2 21.3 47.0 17.5 29.5 2.6 64 50.1 67.7 1.2 
December 31, 1954 13.9 8.0 20.1 42.1 17.3 24.8 2.4 80 6.1 37.9 61.3 9 
Burroughs Corp. 
December 31, 1955 9.8 47.3 72.8 131.0 56.6 74.3 2.3 17 31.2 94.1 181.8 48 
December 31, 1954 17.4 29.4 62.0 109.6 45.4 642 24 38 28.5 74.5 148.3 3.4 
Caterpillar Tractor 
December 31, 1955 10.8 48.4 135.0 194.3 100.7 93.6 1.9 10 35.0 199.5 335.3 18.4 
December 31, 1954 8.7 35.4 95.5 139.7 33.8 105.9 40 25 52.1 177.9 263.8 15.9 
Chrysler Corp. 
December 31, 1955 349.9 121.3 388.1 891.1 585.8 305.3 1s 6» 125.0 652.2 1,362.8 165.0 
December 31, 1954 162.4 127.0 258.4 592.4 385.6 206.8 1.5 42 62.5 586.4 1,034.5 87.3 
Container Corp. of America 
December 31, 1955 18.1 14.6 23.5 56.3 12.4 43.9 45 145 35.8 100.0 154.4 5.6 
December 31, 1954 10.7 8.9 13.8 33.5 8.9 24.5 3.7 120 89.9 98.3 4.1 
Continental Can 
December 31, 1955 30.2 37.6 110.7 178.5 67.7 110.8 2.6 44 79.6 217.5 381.9 13.6 
December 31, 1954 17.7 33.9 111.3 162.9 80.6 223 20 21 55.6 204.2 358.0 11.9 
Freeport Sulphur 
December 31, 1955 18.7 8.3 12.0 39.1 17.2 2.2 108 64.7 81.9 5.3 
December 31, 1954 8.8 57 11.7 26.3 15.2 1.7 57 50.7 65.9 4.8 
Grace (W. R.) & Co. 
December 31, 1955 82.8 55.9 71.4 214.1 84.3 1298 25 98 95.2 208.2 414.9 14.1 
December 31, 1954 74.1 41.7 68.6 187.5 75.3 1122 25 98 83.1 192.9 375.7 11.5 
Goodyear Tire & Rubber 
December 31, 1955 67.2 177.4 303.1 547.9 87.3 4405 62 76 240.2 375.2 785.6 32.8 
December 31, 1954 51.0 168.4 249.3 468.8 106.8 362.0 44 48 191.4 288.3 668.6 33.8 
Inland Steel 
December 31, 1955 100.1 49.3 106.6 256.0 90.1 165.8 28 111 84.1 332.2 513.7 21.5 
December 31, 1954 94.8 31.7 100.4 227.0 68.9 158.1 3.2 137 97.0 287.2 460.6 18.9 
International Paper 
December 31, 1955 61.0 52.5 88.8 202.4 60.4 141.9 3.3 101 486.9 620.0 38.0 
December 31, 1954 63.8 43.7 90.9 198.5 47.4 151.1 4.2 134 429.2 549.4 31.8 
Johns-Manville 
December 31, 1955 22.0 34.5 26.1 82.7 45.4 37.2 1.8 48 3.7 158.5 216.9 12.5 
December 31, 1954 14.1 29.9 23.5 67.6 38.2 29.3 1.7 36 4.0 146.8 198.6 11.6 
Liggett & Myers 
December 31, 1955 24.5 389.0 425.2 92.4 332.8 46 12 107.2 258.8 458.5 2.7 
December 31, 1954 24.1 423.4 459.1 129.0 330.1 3.5 9 113.0 249.2 491.3 2.4 
Link Belt 
December 31, 1955 19.7 19.4 26.5 65.9 17.3 485 3.8 Ili 73.3 90.7 2.6 
December-31, 1954 18.5 12.6 19.8 51.1 10.1 41.0 5.0 18 65.0 75.2 2.4 
M to Ch ical 
December 31, 1955 47.4 56.6 81.3 185.4 50.3 135.0 3.7 94 154.4 344.7 562.5 35.0 
December 31, 1954 29.4 38.7 58.2 126.4 34.3 92.1 3.7 85 96.7 235.2 376.5 23.2 
Alesse iT Cash Dp gi +, 
December 31, 1955 26.2 50.6 52.2 130.2 60.8 69.4 2.1 43 48.5 101.3 210.7 WW. 
December 31, 1954 14.4 39.2 53.7 108.3 51.0 was 6lUCUk}lClCSS 39.8 92.5 183.4 8.9 
Union Carbide & Carbon 
December 31, 1955 301.7 142.7 232.7 677.2 229.1 448.1 2.9 131 410.0 732.8 1,371.9 106.3 
December 31, 1954 188.3 119.4 245.7 553.5 156.9 396.6 3.5 120 420.0 674.6 1,251.6 93.6 
U. S. Steel 
December 31, 1955 567.4 300.5 475.0 1,343.1 647.9 695.1 2.0 87 286.0 2,582.5 3,620.3 288.4 
December 31, 1954 639.5 214.9 471.4 1,326.0 574.0 7520 2.3 111 324.1 2,348.7 3,348.6 264.5 
tn AY a sateeenenentl 
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Reaction? 


Time alone will tell whether the 
decline in stock prices from the 
April 6 high for industrials and 
the May 9 high for rails will go 
into the records as an intermedi- 
ate correction or the start of a 
bear market. At this writing, it 
has taken the industrial average 
down about 9.3% and cancelled 
seven-eighths of the February- 
April phase of advance. In modern 
bull markets purely technical cor- 
rections seldom have amounted to 
that much, especially in recent 
years; and it has taken news 
shocks, or apprehension about the 
business outlook, to induce de- 
clines of 10% or more. The two 
biggest news shocks in recent 
years were President Eisen- 
hower’s heart attack last Septem- 
ber, knocking the industrial aver- 
age down about 10% in little over 
two weeks; and the outbreak of 
the Korean war in June, 1950, 
putting the average down 13% in 
about three weeks. But this is no 
news shock. At present, though 
the technical indications are in- 
conclusive, trend possibilities 
should be regarded not only with 
caution, but with suspicion. The 
answers to the following three 
questions and especially the last 
two will be illuminating: (1) Will 
this sell-off halt around or above 
the February lows? (2) Will the 
usual summer rise amount to more 
than a rally? (3) Will it be fol- 
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lowed by a slide below whatever 
lows are recorded on this move? 


Bear Markets 


All bear markets since that of 
1939-1942 have been moderate-to- 
minor, either because concern 
about the economic outlook proved 
groundless, as in 1946-1947; or be- 
cause business recession proved to 
be mild, as in 1948-1949 and 1953- 
1954. But they were painful 
enough, especially in the case of 
more speculative stocks. For ref- 
erence, here are the percentage 
declines: 1946-1947, Dow indus- 
trial average about 23%, rails 
40%, utilities 26%, representa- 
tive high-grade income stocks 
around 20%, typical “cats and 
dogs” over 50%. The 1948-1949 
bear market: Industrial average 
down over 16%, rails 37%, utili- 
ties over 7%, income stocks 4%, 
“eats and dogs” about 37%. It 














is a moot point whether the 1953 
slide was an “interruption” or a 
minor bear market, although it is 
technically classed as the latter. 
In about eight and a half months 


it took the industrial average 
down about 13%, rails nearly 
25%, utilities 11% (in three 
months), high-grade income 
stocks generally about 4%, the 
“cat and dog” section around 
30%. If this turns out to be a bear 
market, probably it will be mod- 
erate—but “moderate” is a fairly 
broad word. Precisely how mod- 
erate it might be would depend 
primarily on business develop- 
ments over the rest of this year 
and in 1957. One opinion can be 
voiced: Utilities and other good 
defensive-type income stocks gen- 
erally are not seriously vulnerable 
and are already in a range suit- 
able for selective, longer-range in- 
vestment buying, even though 











Carpenter Steel Co. 
American Mach. & Foundry 
Kennecott Copper 
Pullman, Inc. 

Air Reduction 

American Home Products 
Fansteel Metallurgical 
International Salt 








Joy Manufacturing Co. 
Georgia-Pacific Corp. 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 
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1956 1955 
Quar. Mar. 31 $2.09 $1.08 
Quar. Mar. 31 -86 oS 
Quar. Mar. 31 4.08 2.68 
Quar. Mar. 31 1.32 58 
Quar. Mar. 31 1.09 -68 
Quar. Mar. 31 1.86 1.21 
Quar. Mar. 31 1.04 64 
Quar. Mar. 31 4.56 3.32 
6 mos. Mar. 31 2.73 1.23 
Quar. Mar. 31 1.50 1.26 
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they could go lower. Against that, 
the risk in most speculative stocks, 
despite the markdown in prices 
to date, may be large. 


Prominent 


In the long list of stocks which 
have fallen recently to new 1956 
lows, a number of prominent is- 
sues, and some Big Names, are 
included, such as: du Pont, Ford 
Motor, American Can, Monsanto 
Chemical, Campbell Soup, Chrys- 
ler, Coca-Cola, United Fruit, Com- 
mercial Credit, C.1.T. Financial, 
First National Stores, Federated 
Department Stores, Inland Steel, 
Woolworth, Westinghouse Elec- 
tric, Montgomery Ward, Under- 
wood, Texas Gulf Sulphur, Sears 
Roebuck, American Radiator, 
Penney, Douglas Aircraft, Her- 
cules Powder, United Aircraft, 
Hershey Chocolate, Borden, Lig- 
gett & Myers, Bendix Aviation and 
International Harvester. 


Few 


Stocks showing special strength 
at this time are fewer than in 
some months. Among those which 
have recently bucked the general 
trend enough to attain new highs 
are American Broadcasting-Para- 
mount, American Encaustic Til- 
ing, Consolidated Natural Gas and 
Hertz, all of which have been rec- 
ommended here at lower levels. 
Also: Georgia-Pacific Corp., Dun- 
hill, International Business Ma- 
chines, Kansas Gas & Electric, 
Duquesne Lighting and Houston 
Oil. Whether they will be faring 
equally well by the time you read 
this item is something else again. 
Regarding the first four issues 
which we have recommended, our 
present advice is: Stay with 
them. The performance of most 
other issues commented on favor. 
ably here within recent months is 
either better than that of the gen- 
eral market or in any event not 
disturbing. 


Groups 


Stock groups which are per- 
forming worse than average at 
this writing include air transport, 
aircraft, aluminum, automobiles, 
liquor, gold-mining, finance com- 
panies, baking, food brands, food 
stores, radio-television, depart- 
ment stores, mail-order stores, 
variety stores, coppers, electrical 
equipments, building materials, 
oils, metal fabricating, motion pic- 
tures, steel and textiles. No group 
is presently showing outstanding 
strength. Those currently getting 
better-than-average support in- 
clude confectionery, drugs, ma- 
chine tools, dairy products, bank 
stocks, natural gas and tobaccos. 
In some unfavored groups the re- 
cent additional declines have been 
slight, previous profit-taking or 
liquidation having reduced their 
technical vulnerability. Among 
them are baking, farm machinery, 
liquor, variety-store chains and 
textiles. Earlier, we commented 
adversely here on retailing stocks. 
Most of them are down substan- 
tially. You should not at this stage 
get over-bearish—to the point of 
pressing selling—on leading issues 
among them. They are either pret- 
ty well sold out or soon should be. 
The outlook for personal income, 
the much-slowed rise in instal- 
ment debt and increasing debt re- 
payments suggest a basis for some 
perking up in trade volume later 
in the year. That should be a more 
opportune time to dispose of retail 
stocks you wish you had not 
bought. 


So What? 


With the stock at the far from 
high level of 30 or so, directors of 
Chickasha Cotton Oil recently pro- 
posed a 2-for-1 split. It might be 
justified by the fact that there are 
only 255,000 shares now outstand- 
ing; and negotiation for a merger 
with Flour Mills of America, Inc. 
may be an angle. Earnings for the 














DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1956 1955 
Foster Wheeler Corp. . ; Quar. Mar. 31 $ .40 $ .50 
National Theatres, Inc. 26 weeks Mar. 24 -34 46 
North American Aviation Quar. Mar. 31 2.24 2.51 
Philco Corp. Quar. Mar. 31 38 -62 
Clevite Corp. Quar. Mar. 31 .37 61 
St. Lovis-San Fran. Rwy. Quar. Mar. 31 58 99 
Electric Auto-Lite Quar. Mar. 31 74 2.05 
American Agricult. Chem. 9 mos. Mar. 31 1.82 2.57 
Southern Pacific Transp. Sys. Quar. Mar. 31 1.53 1.77 
Texas Gulf Sulphur Quar. Mar. 31 73 -88 

—— 
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nine months ended March 31 are 
estimated officially at about $2.42 
a share, suggesting that profit for 
the fiscal year ending June 30 may 
be the best in some years. The 
longer-range profit-dividend rec- 
ord has been indifferent, featured 
by sharp ups and downs, and defi- 
cits in some years. This is not the 
kind of dynamic growth situation 
that stock splits are usually asso- 
ciated with; and a split will not 
of itself keep a so-so stock up. An 
earlier example was Rexall Drug, 
split 2-for-1 in 1946 when the 
stock was around 38. Its highest 
price after the split was 19%. 


Where is it now? Answer: At 
93). 
Oils 

There is nothing the matter 


with leading oil stocks — except 
that they had run too far ahead of 
earnings and dividends. That is 
a good enough reason why they 
are currently falling at a faster 
rate than the industrial list, which 
they had previously outgained for 
some time. The 1956 domestic oil- 
product demand is expected to rise 
around 5%. Continuing the trend 
of recent years, foreign consump- 
tion — moving up from a much 
lower per-capita level—will show 
a gain considerably larger than 
that. Refinery spreads are good, 
and well above those of a year 
ago. Varying from company to 
company, full-year earnings prob- 
ably will average between 7% and 
10% above 1955’s. While remain- 
ing conservative, 1956 dividends 
will be above a year ago in many 
instances. A boost of 25 cents a 
barrel, or moderately more, in the 
price of domestic crude oil, and 
the usual proportionate rise in 
product prices, is still believed to 
be ahead; but will come later than 
had been expected earlier. It 
might go into effect late this year 
or in the forepart of 1957. Sup- 
plies, including imports, do not 
appear to be excessive. Big-Name 
oils will remain perennial favor- 
ites of institutional investors, and 
will be steadily bought by them 
on a dollar-averaging basis. at 
marked-down prices. But indivi- 
dual investors do not have the 
funds to operate that way; and, 
for their purposes, need for haste 
in buying is not evident. It is prob- 
lematical how much further the 
stocks might decline. In general, 
profit rates are highest and 
growth trends strongest among 
the international companies be- 
(Please turn to page 384) 
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The Business Analyst 
WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


The nation has witnessed varied retailing innovations, such 
as the supermarket, the self-service system of merchandising 
and the discount house. Now it is confronted with an old 
concept that is being revived after a decades-long ban. 

This is the rising trend toward doing business on Sundays, 
a practice that has grown up with the development of the 
store on the surburban high- 
way. There is no general 
disposition on the part of 
the urban department or 
specialty store to open its 











BUSINESS, ACTIVITY 


—— doors on Sunday, but mer- 
1935-39-100 

chants are keenly aware of 

200 = the business lost to them 


through ‘Sunday - sales.” 
7 Many of them have been 
= waging a fight against the 
- stores that do business on 


Sunday. In several states, 
they have been helped by 
the so-called “blue laws” 
that forbid Sunday open- 
ings. Where the opponents 
of this new trend in retailing 
must fall back on _ local 
ordinances, they often are 
handicapped by the fact 
that the highway store is in 
a community that has no 
law covering the subject. 

While they have protested 
to public officials the loss 
to them from this kind of 
competition, they have 
sought to win even wider 
favor for their viewpoint by 
asserting that Sunday open- 
ings are in violation of long- 
time community _ traditions 
and represent a step back- 
ward to the seven-day 
week. Their cause often is 
weakened by the fact that 
the blue laws, in many 
places, do not provide 
penalties for offenders. 

On the side of the seven- 
day merchandiser, there is 
the fact that something in 
the nature of a revolution 
in American living has taken 
place. The new millions of 
suburban dwellers are mo- 
torized, whereas their ur- 
banized parents walked or 
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rode the tractions 
to the retail district. 
Families today pile 
into the car and 
shop as a_ unit. 
Their elders, gener- 
ally, left the shop- 
ping to Mother. 

The week-round 
merchandiser can 
(and does) offer 
the argument that 
he is providing a 
valuable service to 
shoppers who work 
all week and find 
it inconvenient to 
shop on any other 
day. This is especi- 
ally true in indus- 
trial regions, where 
three-turn factory operations are quite common. 

Since a good deal is at stake, there is expected to be con- 
siderable lobbying to halt the trend. Already, in Florida, 
furniture dealers are preparing to seek legislation from the 
state that would bar opening of furniture stores on Sundays. 
Highway ‘stores that sell everything from sundries to big-ticket 
items are a familiar feature of the Florida landscape. 

In New Jersey, hundreds of business men have formed 
the New Jersey Association for Sunday Closing of Non-essen- 
tial Business. Highway shops of the discount-store type are 
numerous in that state. Opponents are seeking a state law 
that would stop these stores from operating on Sundays. 

A struggle also seems to be shaping up in Ohio. In Cleve- 
land, as an example, owners of home-furnishings shops were 
told they were violating the law by remaining open on Sun- 
day. They told authorities they would continue to remain open 
on this day as long as other establishments in the area were 
not punished for doing the same thing. 

Old-line department stores and other downtown operations 
long ago moved in the direction of curtailed hours, notably 
the five-day week of the summer months. They are hostile 
to the Sunday enterprise, for the most part. However, a few 
department stores in the West have been transacting a 
“warehouse business” on Sundays. 

Thus, another in a long series of problems has mercantile 
operators deeply concerned. At the moment, the Sunday store 
does not loom large, but the keen retailer knows from much 
experience that here is a trend that can prove extremely 
hurtful. He has no difficulty in recalling that fair-trade violators 
once were few and that discount houses were hole-in-the-wall 
operations which commanded little consumer confidence. 

Since the stakes are large, the Sunday operators may be 
expected to fight the enactment of deterrent legislation and 
to go into the courts to test the validity of such laws. 
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The Business Analyst 


HIGHLIGHTS ——- 





MONEY & CREDIT—That a troubled stock market stimulates 
demand for high grade fixed income securities, has been illus- 
trated anew in recent weeks. While equity prices were declin- 
ing precipitously during most of May, bonds were the bene- 
ficiaries of healthy demand. Treasury obligations displayed 
the greatest buoyancy, with the longer term issues adding 
% to 1% points in the two weeks ending May 28. The municipal 
field revealed powerful support, with plentiful advances of a 
point or more in evidence, this in the face of a late deluge of 
offerings which saw $216 million worth of new tax exempts 
hit the market in the week ending May 26 without causing 
any dent in prices. The Memorial Day period will give under- 
writers a brief respite, but they will then face another resurg- 
ence of activity, as evidenced by the $283 million of municipal 
bond offerings scheduled for the next 30 days. 

The corporate bond market has been firm during the period 
under review but price advances were modest in most cases. 
Although the huge General Electric flotation of $300 million 
in debentures, which came to market in mid-May, was an 
immediate sell-out, it apparently dampened demand for other 
corporate obligations. Investors are also ear-marking sizeable 
sums for purchase of the new American Telephone and Tele- 
graph debentures, due next month, and between them, these 
two issues have captured an important share of the funds 
available for purchase of corporate bonds. 

Several factors account for the marked improvement in 
the general tone of the bond markets. Stock market weakness, 
of course raised pertinent questions about the health of current 
business and induced many investors to seek the comparative 
safety of fixed income obligations. Another development work- 
ing in the same direction has been the mounting criticism 
heaped on the Federal Reserve for its most recent hike in 
the rediscount rate. This has aroused conjecture as to the 
influence that such opposition could wield on future credit 
policies. That some easing may be in the cards, is hinted by 
the recent statement from a Federal Reserve spokesman, in- 
dicating that the Central Bank would supply the commercial 
banks with enough funds to meet increasing seasonal needs, 
including the heavy calls stemming from the June 15 corporate 
tax liabilities. This action may have started already, with the 
Federal allowing excess reserves to jump by failing to fully 
counteract the effect of a recent $202 million rise in the 
volume of uncollected checks. This has made for a sudden 
easing of short term money, a luxury that the banks have not 
enjoyed for some time. 


TRADE—Some improvement in consumer demand has been 
noted recently according to data from Dun & Bradstreet, 
which estimates that nation-wide retail sales for the week end- 
ing Wednesday, May 23, were about 5% ahead of a year 
ago. Noticeable increases were reported in outdoor furniture, 
air conditioners and men’s Summer apparel. Auto buying held 
steady, at levels well below a year ago. Household furnish- 
ings moved well but sales of television receivers declined 
considerably. 
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INDUSTRY —Industrial output was slightly higher in April and 
the Federal Reserve Board’s seasonally adjusted production 
index rose 1 point, to 142% of the 1947-1949 average. Out- 
put of electrical machinery gained sharply as the result of the 
settlement of the prolonged strike at Westinghouse Electric. 
Steel output held at capacity during April but eased somewhat 
in May. Auto assemblies declined further in April and con- 
tinued to decline in May. Manufacturers of major household 
goods increased their turnout while production of most non- 
durables showed little change. 


--— — O-— — — 


COMMODITIES—The Bureau of Labor Statistics’ index of spot 
prices of 22 leading commodities fell 1.8% in the two weeks 
ending May 25, to close at 89.3% of the 1947-1949 average. 
All seven subdivisions of the index were lower with raw indus- 
trial materials and metals hit hardest. The former lost 2.4% 
and the latter gave up 3.0%. Losses by the other components 
were as follows: Raw foods off 0.2%, livestock, 1.1%, textiles, 
0.6% and fats and oils, 2.2%. 


(Please turn to following page) 


365 











Essential Statistics 


















































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago —_— Harbor* 
MILITARY EXPENDITURES—$b (e) | Apr. 3.2 3.2 3.2 1.6 , 
Cumulative from mid-1940. | Apr. 624.4 621.2 584.1 13.8 (Continued from page 365) 
FEDERAL GROSS DEBT—$b May 22 276.3 2757 277A 85.2 | NEW HOUSING STARTS increased 
by 10% in April, but the advance was no 
MONEY SUPPLY—$b more than seasonal, the Bureau of Labor 
Demand Deposits—94 Centers May 16 55.0 55.6 56.3 26.1 Statistics has reported. The April 1956 
Currency in Circulation May 23 30.3 30.4 29.8 10.7 total came to 106,000 units, about 20% 
BANK DEBITS—(rb)** below the high volume attained in the 
New York City—$b Apr. 65.7 69.1 57.6 16.1 same month of 1955. Of the latest total, 
343 Other Centers—$b Apr. 113.9 110.0 103.8 29.0 105,000 units were privately financed, 
PERSONAL INCOME—$b (cd2) Mar 314.9 313.3 295.7 102 equivalent to a seasonally adjusted an- 

Salaries and Wages hee 217 216 203 99 nual rate of 1,110,000, about the same 

Svapitetent Waban sie 09 “9 “9 23 as for the previous two months, but almost 

rai 25% under the record, reached in De- 

Interest and Dividends__— Mar. 29 28 26 10 ‘ 

Transfer Payment Mor. 18 18 17 10 | cember, 1954. 

(INCOME FROM AGRICULTURE) Mar. 14 14 15 3 eg ae Pal yom eee gg hes 
POPULATION—m (e) (cb) Apr 167.4 167.2 164.6 133.8 levels in April, amounting to $1,144,000,- 

Non-institutional, Age 14 & Over__ | Apr. 118.4 118.3 117.1 101.8 000, according to F. W. Dodge Corpora- 
Civilian Labor Force. Apr. 65.6 65.9 64.6 55.6 tion figures. This was 7% ahead of a 
Armed Forces. Apr. 2.9 2.9 3.1 1.6 year ago. 

unemployed Apr. 2.6 2.8 3.0 3.8 
Employed Apr. 64.0 63.1 61.7 51.8 * * * 
In Agriculture Apr 6.4 a7 6.2 8.0 
Non-Farm Apr 57.6 57.4 55.5 43.2 
Weekly Hours Apr 43 40.70 41.22.00 Factory sales of PASSENGER CARS 
| fell to 552,881 in April, down from 583,- 
EMPLOYEES, Non-Farm—m (b) Apr. 50.0 49.8 48.6 37. 169 in March and 753,434 a year ago. 
nanan al - an ved 48 Output is still ahead of current demand, 

Trede rel peage = end — according to the latest figures on stocks 

Factory age. 13.1 13.2 12.8 We? in dealers’ hands. These rose to 902,270 
Weekly Hours Ape 40.2 40.4 40.3 40.4 vehicles on May 1, from 898,669 a month 
Hourly Wage ($) Apr 1.95 1.95 1.86 0.66 earlier and 763,041 on May 1, 1955. 
Weekly Wage ($) _ 78.39 7878 74.96 21.33 | Record levels of current stocks are forcing 

PRICES—Wholesale (Ib2) May 22 114.4 114.3 109.9 66.9 manufacturers to cut production further in 

Retail (cd) Mar 208.2 207.7 2075 116.2 May, in order to reduce this year’s stocks 

COST OF LIVING (Ib2) Apr. 1149«+1147,~=«*WN4D_~—~=CSG_—«|_BFore the new models begin to come out 

Food Apr. 109.6 109.0 111.2 65.9 in volume this Fall. 

Clothing— Apr. 104.8 104.8 103.1 59.5 

Rent. Apr. 131.7 131.6 129.9 89.7 * * * 

RETAIL TRADE—$b** 

Retail Store sales (cd) Mar. 15.7 15.3 15.1 4.7 New orders for MACHINE TOOLS 
Durable Goods. Mar. 5.5 5.4 5.5 1.1 eased a bit in April, the total amounting 
Non-Durable Goods Mar. 10.3 10.0 9.6 3.6 to $83.5 million, versus $95.3 million the 

Dep't Store Sales (mrb) Mar. 0.92 0.90 0.87 0.34 | previous month. It was well above the 

Consumer Credit, End Mo. (rb) Mar. 35.5 35.3 29.9 9.0 $52.7 million of incoming orders received 

MANUFACTURERS’ a year ago. Shipments came to $71.8 

New Orders—$b (ed) Total** Mar 268 27.6 25 146 — “a gor geal oe on 

er i as tas tat yg. | $76.6 million and at this level it would 

Shipments—$b (ed)—Totals**______ | Mar 27.1 272 26.0 8.3 nagar ging. ody agen 
Durable Goods Mar 13.3 13.6 12.9 4.1 2 si 
acaitiseiitlin: eats Mer 197 pt 13.1 pot pares with 8.6 months for end of March 

backlogs and 4.5 months for orders on 
BUSINESS INVENTORIES, End Mo.** the books a year ago, at then-current 

Total—$b (cd) Mar 83.8 83.6 77.5 28.6 | output of $69.2 million a month. 
Manufacturers’ Mar 47.4 46.9 43.3 16.4 
Wholesalers’ Mar. 12.6 12.5 11.6 4.1 

Retailers’ Mar. 23.8 24.2 22.6 8.1 . ° ° 

Dept. Store Stocks (mrb) | Mar. 2.7 2.7 2.5 1.1 

BUSINESS ACTIVITY—1—pc | May 19 221.8 2213 2122 141.8 BUSINESS FAILURE came to 985 

(M. W. S.)—1—np | May 19 2858 285.2 2683 1465 firms in April, the lowest monthly total so 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor* 

INDUSTRIAL PROD.-la np (rb) Apr. 142 141 136 93 far this year, but 9% above a year ago 
Mining Apr. 130 130 119 87 The index of the rate of failure, compiled 
Durable Goods Mfr._._________| Apr. 159 157 151 88 by Dun & Bradstreet, stood at 42 in 
Non-Durable Goods Mfr. Apr 128 128 126 89 April. This compares with 46 the previous 

os re Cee ee i i ; Ities 
| CARLOADINGS—t—Total May 19 779 778 774 993 ig = af m —_ wood pe a 
| Mise. Freight May 19 383 375 387 379 me pee cig a es rm A we 
| Mie te @ May 19 60 60 63 66 tries except construction, where a ig 
| ; increase was noted. The most noticeable 

Grain May 19 50 51 48 43 “ ac 

| —oomeneenen ——————— —__—— —— | decreases were in retailing and manufac- 
| ELEC. POWER Output (Kw.H.) m May 19 10,875 10,837 9,730 3,266 | turing. All geographic regions reported 

SOFT COAL, Prod. (st) m May 19 9.8 10.1 9.1 10.8 | fewer failures in April with the biggest 
Cumulative from Jan. 1 —_. | May 19 199.2 189.4 170.5 446 | cutin the Middle Atlantic area. 

Stocks, End Mo. is | Mew 65.9 65.3 63.7 61.8 | sé 42 +: 
5 —- LIABILITIES of failing firms dipped 

PETROLEUM—(bbls.) m Pr... 9 PP 

f | 2% in April, to $41,871,000. Failures 
Crude Output, Daily —— A 7.0 6.7 4.1 : : ‘ 
. among the bigger firms were higher while 
Gasoline Stocks — | May 18 187 188 171 86 ; oat feb ofegs 
; casualties among the group with liabilities 
Fuel Oil Stocks. May 18 33 33 43 94 
’ fj | under $5,000, decreased to the lowesi 
Heating Oil Stocks —___. | May 18 68 65 76 55 | ‘ 
& = 3 | level since September, 1955. 
LUMBER, Prod.—(bd. ft.) m May 19 255 259 280 632 } * * 


Stocks, End Mo. (bd. ft.) b______ | Mar. 8.5 8.7 9.1 79 «| 
STEEL INGOT PROD. (st) m 


Outlays for NATIONAL ADVERTIS- 
ING declined in March, and Printers’ Ink 




















Apr. 10.5 10.9 9.8 70 | 

Cumulative from Jan. 1 Apr. 424 319 37.1 747 | seasonally adjusted index fell to 192% 
= — — ——_ _ of the 1947-1949 average, from 196% 
CHORES COMETS | the previous month. It was still 9% ahead 
CNERES~Sm ton thay Be ond “— apes " | of a year ago. Magazine advertising was 
eee eee et cht we Ue LU | 2% ahead of the previous month and 
MISCELLANEOUS | farm publications garnered a 7% _in- 
Paperboard, New Orders (st)t___ May 19 240 251 237 165 | crease. Newspapers registered a 13% 
Cigarettes, Domestic Sales—b____ Feb. 31 34 28 17 drop in advertising while network televi- 
Do., Cigars—m Feb. 505 453 438 543 | sion had a 1% loss from the previous 

Do., Manufactured Tobacco (ibs.)m | Feb. 15 16 15 28 =| month. 





b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—-100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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| 1956 

No. of 1955-56 Range 1956 1956 | (Nov. 14, 1936 Cl.—100) High Low May 18 May 25 
Issues (1925 Cl.—100) High Low May 18 May 25 | 100 High Priced Stocks 239.7 180.6 232.4 222.1 
300 Combined Average 351.3 282.0 342.7 328.0 | 100 Low Priced Stocks 411.1 343.5 403.0 387.3 
4 Agricultural Implements 348.7 251.9 261.7 251.91 4 Gold Mining 882.7 649.1 786.3 764.1 
3 Air Cond. (‘53 Cl.—100) 116.0 87.0 108.8 103.8 4 Investment Trusts 171.2 140.8 166.5 155.5 
9 Aircraft (‘27 Cl._—100) . 1205.5 871.7 1136.4 1064.6 3 Liquor (‘27 Cl.—100) 1155.7 961.3 1025.5 984.8 
7 Airlines (‘27 Cl.—100) 1263.6 950.3 981.6 950.3L 9 Machinery 447.5 317.7 436.0 416.7 
4 Aluminum (‘53 Cl.—100) 511.2 191.1 481.5 455.6 3 Mail Order 234.1 159.3 195.4 186.6 
6 Amusements 180.6 147.0 170.7 164.4 4 Meat Packing 170.7 112.8 164.0 157.2 
9 Automobile Accessories 373.7 308.3 355.9 341.7 5 Metal Fabr. (’53 Cl.—100) 213.2 155.9 205.7 192.6 
6 Automobiles 55.8 44.3 48.6 47.1 10 Metals, Miscellaneous 469.2 358.2 452.0 421.9 
4 Baking (‘26 Cl.—100) 30.6 26.7 27.3 26.7L 4 Paper 1301.8 767.1 1259.8 1196.8 
3 Business Machines 1072.9 657.4 1046.1 1001.4 22 Petroleum 858.5 590.0 823.8 782.3 
6 Chemicals 652.3 466.6 610.4 580.4 21 Public Utilities 261.5 234.8 253.9 251.4 
4 Coal Mining 23.5 14.8 21.8 21.2 7 Railroad Equipment 95.1 73.4 93.3 87.0 
4 Communications 116.6 100.7 105.9 103.9 20 Railroads 82.0 64.7 80.5 75.1 
PF CORONMENON .........0....ccccccsece 136.4 106.4 134.0 127.9 3 Soft Drinks 565.7 459.9 544.8 513.0 
7 Containers 807.9 675.1 785.1 739.3 12 Steel & Iron 336.9 219.2 308.8 293.2 
7 Copper Mining 361.3 2222 3344 313.5 4 Sugar 68.8 56.1 63.1 60.7 
2 Dairy Products 127.0 111.7 116.4 111.7 2 Sulphur 964.0 813.2 868.0 822.3 

6 Department Stores 199.2 20.0 87.1 86.2 11 Television (‘27 Cl.—100) 47.3 37.5 40.1 37.51 
5 Drugs-Eth. (‘53 Cl.—100) 198.3 129.6 193.1 184.3 5 Textiles 188.9 148.4 160.4 153.1 
6 Elec. Eqp. (‘53 Cl.—100) 299.9 151.3 202.6 191.6 3 Tires & Rubber 201.0 137.8 186.4 175.4 
2 Finance Companies .............. 651.1 548.1 548.1 548.1 5 Tobacco 96.7 81.9 95.7 92.0 

iL. Sm 256.2 298.7 289.9 | 2 Variety Stores 315.0 278.5 284.3 278.5L 
3 Food Stores 175.3 137.7 164.0 159.2 15 Unclassif’d (‘49 Cl.—100) 158.3 141.9 156.8 155.3 








H—New High for 1955-1956. L—New Low for 1955-1956 
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Trend of Commodities 





Futures markets were unsettled in the two weeks ending 
May 28 and most commodity options suffered substantial 
losses. The Dow-Jones Commodity Futures Index lost 4.24 points 
during the period, closing at 149.76. This was slightly under 
the previous low, reached in March. Congressional passage 
of the farm bill had apparently been discounted for the time 
being and had little observable effect despite the favorable 
long term implications of the measure. Wheat futures trended 
downward in the two weeks ending May 28 and the Sep- 
tember option lost 5 cents, to close at 203. This is 16% cents 
under the year’s high, reached on April 5. Harvesting is 
beginning in the southernmost sections of the winter wheat 
belt and farmers seem inclined to sell as long as prices are 
above the loan level. Provisions in the new farm law, applic- 


able to wheat, include participation in the $1.2 billion soil 
bank benefits and authorization to increase the amount of 
surplus farm products that may be disposed of abroad. 
September corn sagged during the fortnight under review, 
giving up 8 cents to close at 146%. The weakness cropped up 
despite a fundamentally bullish statement by the Department 
of Agriculture, indicating that “free” stocks of the feed grain 
might be inadequate to cover requirements for the rest of this 
season, which ends on September 30. Of course, such a 
development would be averted by drawing on the large 
stocks under Government control. This could be effected by 
farmers repaying their loans, which they would do only if 
market prices rose sharply from their current level, which is 
some 30 cents under the equivalent loan value. The supply can 
also be raised by increased CCC sales in domestic markets. 





WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 


Date 2 Wks. 3Mos. 1Yr. Dec.6 
May 25 Ago ~— Ago Ago 1941 
22 Commodities 89.3 90.9 89.1 89.1 53.0 
Foods 82.1 82.3 75.9 86.5 46.5 
Raw Industrial 94.5 96.8 99.4 90.9 58.3 








RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1956 1955 1953 1951 1945 1941 1938 1937 
High 169.8 164.7 162.2 215.4 117.7 88.9 57.7 86.6 
Low 163.1 153.6 147.9 1764 986 58.2 47.3 54.6 
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Date 2 Wks. 3Mos. 1 Yr. Dec. 6 
May 25 Ago Ago Ago 1941 
Metals 119.3 123.0 1266 105.4 54.6 
Textiles 79.1 79.6 81.3 84.8 56.3 
Fats & Oils 68.2 69.7 66.0 65.2 55.6 
COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1956 1955 1953 1951 1945 1941 1938 1937 

High 156.2 173.6 1665 2145 958 743 65.8 93.8 

Low 149.8 150.7 153.8 174.8 83.6 58.7 57.5 64.7 
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The tobacco industry is on its way to a banner 
vear. Cigarette production for the first three months 
of this year was up 3% from the year-earlier period. 
Cigar consumption also ran ahead. The cigarette 
stocks have gained in favor as the medical contro- 
versy has become less prominent. There was a flurry 
of activity that sent these issues sharply higher one 
day last month. The sudden upward spurt was trig- 
gered by Liggett & Myers, which announced a boost 
of 45 cents a thousand in the wholesale price of regu- 
lar and king-size Chesterfields. American Tobacco 
Co. swiftly put out the word that there would be no 
rise in the price of its Pall Mall, Herbert Tareyton 
or Lucky Strike brands. Other producers also de- 
clined to go along with L & M, so that company re- 
scinded the rise. Tobacco stocks settled down quickly. 


Cutbacks and closedowns at automotive plants 
have become a familiar part of the daily budget of 
news items. Appliances, which also are-feeling the 
pinch, have not come in for nearly as much attention. 
Reinforcing the realization that nearly all consumer- 
durable goods have been hit hard by “the borrowed 
sales” of 1955 was the announcement, as May drew 
to a close, that a complete shutdown of operations of 
CBS-Columbia is being considered. This is the tele- 
vision and radio-set manufacturing division of 
Columbia Broadcasting System. Output of the divi- 
sion already has been slashed. Word from CBS was 
followed by a statement from Aveo Manufacturing 
Corp. that its Crosley and Bendix home-appliance 
divisions plan to drop several appliances made for 
them by other manufacturers. Items involved are 
room air-conditioners, water heaters, garbage dis- 
posers and chest-type freezers. Crosley air-condi- 
tioning units are turned out by Fedders-Quigan Corp. 
under a contract which has another year to run. 


Added evidence, if any were needed, that the 
appliance manufacturers are taking the bumps was 
provided by Phileo Corp. (MAGAZINE, May 26, Page 
298) which has reduced the quarterly dividend on 
the common stock to 20 cents from 40 cents. In trim- 
ming the payout, Philco said earnings were lower 
and cited the need “to conserve working capital,” 
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Keeping abreast of 
Industrial and Company News 
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Philco had maintained a 40-cent quarterly rate since 
the first quarter of 1951. Philco also distributed 5% 
stock dividends in January of 1951 and December, 
1953. Previously announced first-quarter earnings 
this year were $1,517,000, equal to 38 cents a com- 
mon share, compared with $2,447,000, or 62 cents a 
share, in the initial period of 1955. Sales in the first 
quarter of this year totaled $92,476,000, or 4% below 
the $96,825,000 recorded in the year-ago period. 


These are lean times for the makers of farm equip- 
ment. Farmers have been faced with declining in- 
come, uncertainty over legislation and adverse 
weather conditions. So it occasioned no surprise 
when Oliver Corp., producer of farm equipment, 
turned up a net loss of $221,000 for the six months 
to April 30, compared with a net profit of $2,865,000 
for the like period a year earlier. For this quarter 
to April 30, 1956, a net profit of $304,000, or 10 cents 
a share, was attained. 


Date of the proposed sale of $250 million of 
American Telephone & Telegraph has been slated 
for July 10. 


Uranium stocks (usually of the penny variety) 
long have been the subject of Government scrutiny 
and investment disapproval. A piece of cheering 
news for uranium producers finally has emerged 
from Washington. Buying of this ore from domestic 
producers is to be continued by the Government for 
almost five years past the deadline (March 31, 1962). 
But the Atomic Energy Commission will pay less 
and may not take all of the uranium that is offered. 
Under the extended program, a set price of $8 a 
pound will be paid. This is believed to be somewhat 
less than the present negotiated prices between the 
A. E. C. and the producers. The A. E. C. also has 
extended its initial production bonus for the ore 
from February 28, 1957 (when it was due to expire) 
to March 31, 1960. A bonus is paid on the first 10,000 
pounds of uranium oxide in ore delivered from the 
mines. Bonus ranges from $1.50 to $3.50 a pound, 
depending on amount of uranium oxide in the ore. 

(Please turn to page 387) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





May Department Stores 


“I should very much appreciate re- 
cent information regarding May De- 
partment Stores and please indicate 
what prospects for the company are for 
the current year.” 

L. O., Lawrence, Mass. 


The May Department Stores 
operate 10 principal department 
stores, some large branches and 
more smaller branches. Record of 
the company is better-than-the- 
average in its industry. The com- 
pany’s 10 downtown department 
stores are located in Akron, O.; 
Baltimore, Md.; Denver, Colo.; 
Los Angeles, Calif.; Pittsburgh, 
Pa.; St. Louis, Mo.; Sioux City, 
Ia.; Youngstown, O., and Cleve- 
land, O. It also operates 20 branch 
department stores and a shopping 
center. 

For the fiscal year ended Janu- 
ary 31, 1956 consolidated net sales 
totaled $494,366,000, an increase 
of 11% or $49,995,000 greater 
than in the year ended January 
31, 1955. Net earnings rose to 
$19,457,000 from $16,996,000 and, 
after deducting preferred divi- 
dends, were equal to $3.10 per 
common share, against $2.70 per 
share in the preceding year. 

Sales have continued to rise 
since the end of the fiscal year. 
Sales for three months ended 
April 30 totaled $108,722,000 or 
9.3% higher than the $99,508,000 
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in the corresponding period of last 
year. 

Two principal factors contrib- 
uting to the rise in sales were a 
general increase in consumer pur- 
chasing and the completion during 
the year of three new branch 
stores and a ‘large addition to 
Kaufman’s in downtown Pitts- 
burgh. These projects added 1,- 
108,000 square feet to the com- 
pany’s total store space. Plans are 
going forward for the construc- 
tion of four new projects. These 
include a company-owned shop- 
ping center now under construc- 
tion in West Covina, Calif., which 
will include a branch of the Los 
Angeles store; another branch of 
the Los Angeles store to be built in 
the South Bay shopping center in 
Redondo Beach, Calif., which will 
be started next year, a branch of 
the May Company store in Cleve- 
land, which will be started in 
June, and a branch of the May 
Company in Denver, which is still 
in the planning stage. 

The company’s downtown stores 
follow a policy of continuous mod- 
ernization, directed at increasing 
sales by preventing obsolescence, 
improving efficiency and expand- 
ing sales space. 

Current quarterly dividend of 
55 cents per share provides a sat- 
isfactory income return. Pros- 
pects over coming months con- 
tinue favorable. 


THE 





International Shoe Co. 


“As I have not seen a review of Inter- 
national Shoe Co. in recent months in 
your publication, I would appreciate 
your furnishing late information on this 
company.” 


N. J., New Haven, Conn. 


International Shoe Co. is the 
largest domestic manufacturer of 
shoes. Recent acquisitions have 
increased the sales base. Con- 
sumer demand is holding up well 
and operating margins appear 
satisfactory. The steady increase 
in population offers expansion 
sales possibilities. Sales have 
shown a steady although moderate 
increase in recent years and the 
dividend yield on the $2.40 annual 
rate is excellent. 

Net earnings after taxes of In- 
ternational Shoe and subsidiaries 
totaled $10,414,006 for the fiscal 
year ended November 30, 1955, a 
slight gain over the prior year. 
Net income after taxes was $21,- 
847,252, compared with $21,659,- 
431 in 1954. 

Consolidated net sales of $262,- 
413,803 were the largest in the 
company’s history. This was a 
gain of $15,649,253 or 6% more 
than the previous year, when net 
sales totaled $246,764,550. Net in- 
come per share of common stock 
amounted to $3.10 compared with 
$3.01 in the preceding year. Divi- 
dends have been paid consecu- 
tively for 43 years. 

Production of the company’s 
shoe plants reached 52.3 million 
pairs in 1955, compared with 50.8 
million in the preceding year. 

The year’s total net sales and 
shoe production were affected by 
a month-long strike of the parent 
company’s shoe workers which 
began November 7, 1955. About 
three-fourths of parent company’s 
shoe plants were closed on that 
date, and did not reopen until 
December 5. The estimated loss 
of production amounted to 2,250,- 
000 pairs of shoes and shipments 
for the year were reduced ap- 
proximately $5 million. The com- 

(Please turn to page 388) 
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RCA brings your ear every sound 


itcan hear with new high fidelity 


Ever since Caruso’s voice first 
thrilled Americans in their homes, 
RCA has pioneered the search 
for new worlds of sound. Thus 
RCA is now able to present the 
in high fidelity - New 
“Victrola” 


graphs that reproduce more re- 


ultimate 
Orthophonic phono- 
corded sound than your ear could 
ever hear before. 

These instruments have been 
made possible by RCA’s experi- 
skill—and the tremendous 
facilities of the David Sarnoff Re- 
search Center at Princeton, N. J. 
Constant improvement has been 


ence, 


sought — and found — on every 
phase of musical reproduction, 
from the microphone over the 
conductor’s head to the “Victrola” 
phonograph at your elbow. 

The same leadership that 
brings you New Orthophonic 
High 
hind all RCA products—all con- 


ceived through 


Fidelity instruments is be- 


“Electronics for 
that make life 
happier, safer. 


TWIN CONSOLE “MARK 1.” In one cabinet: 
“Victrola” 3-speed phonograph, tape recorder, 
AM-FM radio. In the other: four matched high 
fidelity speakers. Model 6HF1. $1600. 


Living easier, 


® 
RADIO CORPORATION OF AMERICA 


ELECTRONICS FOR LIVING 














1956 Outlook for 
Electric Utilities 





(Continued from page 355) 


such as the following: (1) Resi- 
dential business should continue 
to gain in any moderate depres- 
sion, declines only being regis- 
tered in a deep depression such 
as of that of 1929-32. (2) While 
industrial kwh sales are naturally 
affected by business downturns, 
the “demand” component of the 
rate schedule retards the drop in 
revenues. (3) Federal income 
taxes absorb 52% of any decline 
in net income. (4) Most utilities 
would probably defer sales of 
additional common stock during 
a depression, thus increasing com- 
mon stock leverage moderately. 
(5) If the rate of return on the 
rate base drops well below 6%, 
rate increases are theoretically 
available — although politically it 
is much easier to get these ap- 
proved during prosperity than 
during depression. 

Electric output doubles about 
every ten years on the average. 
During the past decade it in- 
creased from 223 billion kwh to 
546 billion, a gain of 145% — but 
this rate of increase was probably 
abnormal. It appears likely that 
output will pass the trillion kwh 
mark by 1965 even if there are 
moderate setbacks in business 
along the way. Can this growth 
be converted into higher share 
earnings and dividends as in the 
past? There seems to be no good 
reason why it can’t, at least by 
progressive and _ well-managed 
utilities —and more particularly 
by the growth utilities. 


Increasing Operating Efficiency 


There are a number of reasons 
for this. So long as they continue 
to grow, the utilities will continue 
to add new generating equipment, 
which is constantly increasing in 
efficiency. Thus the utilities will 
continue, as in the past, to reduce 
the weight of coal and the number 
of man-hours needed to produce 
kilowatt-hours. The utilities are 
also rapidly introducing electronic 
machines to take over bookkeep- 
ing and engineering chores. Ohio 
Edison has installed an electronic 
differential analyzer which can 
select the most efficient of the sys- 
tem’s generating units, and con- 
trol their operations at all times 
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py manipulating the throttles of 
the generators through impulses 
carried over telephone circuits to 
the power plants over a wide area. 
Most utilities do this through a 
central manual dispatching sys- 
tem, but a machine can do the 
work much faster and more ac- 
curately than can the human dis- 
patcher. Bi-monthly billing of 
customers is taking the place of 
monthly billing, and similar sav- 
ings are being continually intro- 
duced. As an indication, the total 
wage bill last year went up less 
than 3% despite an increase in 
output of 15% and the usual 
round of increases in wage rates. 

What about inflationary trends 
in the cost of fuel and materials? 
It is true that the price of copper 
has advanced sharply in recent 
years but thus far this does not 
appear to have had disastrous re- 
sults on operations, although it 
may be reflected in the cost of 
new construction. The prices of 
coal, oil and gas have been trend- 
ing higher, particularly natural 
gas in the south where it is used 
as boiler fuel in Texas and some 
other areas, but so far this has 
not hurt net earnings appreciably. 
Of course any real inflation might 
check the improvement in utility 
earnings, but the Federal Reserve 
Board at Washington has recently 
indicated that it will continue to 
fight inflation with every means 
at its command. Moreover, the 
Board being semi-independent can 
largely ignore political influences. 

What about the regulatory pic- 
ture? If the utilities are only sup- 
posed to earn 6% on their rate 
base, how can they continue to 
improve share earnings year after 
year? The answer to the latter 
question is simple — reinvested 
earnings work for the benefit of 
stockholders. The average operat- 
ing utility pays out only about 
three-quarters of the earnings 
available for common stock — in 
the case of most holding compa- 
nies about 65%. The remaining 
earnings are put to work in the 
rate base and automatically pro- 
duce additional earnings per share 
as well as occasional dividend 
increases. 


Improved Equity Ratios 


This system now works better 
than a few years ago because of 
the fact that dilution of share 
earnings through sales of addi- 
tional stock are occurring less and 
less frequently for many utilities. 


During the early 1940’s, when 
perhaps one hundred-odd operat- 
ing utilities were gradually being 


released into the hands of the f 


public through the break-up of 
holding company systems, many 
of them had very low equity ratios 
due to the balance sheet “purges” 
imposed by the SEC as the penalty 
for earlier holding company sins. 
Hence in the past decade many 
of these companies have had to 
issue common stock more fre- 
quently than would otherwise 
have been necessary, in order to 
build up their equity ratios. This 
acted as a drag on the increase 
in share earnings. 

Now most of these companies 
have about reached their goal, 
with equity ratios around 35-40% , 
compared with about 40-50% for 
the old line independent compa- 
nies such as Consolidated Edison, 
Commonwealth, Boston Edison, 
etc. With this goal achieved man) 
of them have been able to raise 
their bond ratings and do their 
senior financing on a more satis- 
factory basis. Hence equity finan 
cing will now be less frequent, 
and some companies have publicl) 
stated that they won’t need to 
issue any more common stock for 
several years. 

Another favorable factor in 
connection with the finance pro- 
gram is the increase in cash flou 
as compared with reported earn- 
ings. Under special Federal leg- 
islation many utilities are per- 
mitted to use accelerated (5-year) 
amortization of so-called new de- 
fense plan, and last year the sav- 
ings in Federal income taxes re- 
sulting from this factor amounted 
to $94 million. More recently, 
under the new 1954 Tax Code, 
Congress has permitted acceler- 
ated depreciation on all new con- 
struction (except, of course, 
where 5-year amortization is ap- 
plicable). While there has been 
some delay in adopting the new 
accounting methods, which are 
rather technical, many companies 
are now accruing depreciation for 
tax purposes on this basis, with 
resulting cash savings. 

With very few exceptions utili- 
ties are continuing to report de- 
preciation in their reports to stock- 
holders on a normal “straight 
line” basis. The tax savings which 
result from reporting larger de- 
preciation in their tax returns are 
also normalized by including a 
special bookkeeping charge for 
“deferred” taxes. Thus for most 

(Please turn to page 374) 
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companies the new cash savings 
are not reflected in increased 
share earnings. They do, however, 
furnish additional ‘internal 
cash,” added to that which is nor- 
mally generated through depre- 
ciation, amortization and retained 
earnings. In the past this normal 
cash flow has paid for about one- 
third of all new construction 
work, with new securities raised 
for the remaining two-thirds. 
Now with larger cash flow, con- 
struction can be financed with a 
lower proportion of new securi- 
ties. Another factor is that the 
utilities are now making greater 
use of bank loans than in past 
years. Thus the heavy financing of 
past years, particularly that in 
common stocks, is now being eased. 

The utilities have also accom- 
plished another post-war objec- 
tive, obtaining an adequate re- 
serve of generating capacity. 
During the war, when labor and 
materials were scarce and finan- 
cing somewhat difficult, most of 
them limped along with small 
reserves and sometimes it was 
even necessary to reduce voltage 
in order to meet customers’ peak 
needs. But now there is an aver- 
age 18% reserve of capability 
over annual peak load. Moreover, 
pooling of power has broadened 
territorially, which should permit 
smaller individual reserves. 
Hence, from now on the construc- 
tion program need merely keep 
pace with new growth and not 
provide for increased reserves, as 
was the case during the past de- 
cade. This is another reason why 
the financial program will be 
easier over the next decade than 
it was in the past. 


Vying with Rate-Makers 


The problems of politics and 
regulation remain. There has 
been no substantial change so far 
as the Federal Government is con- 
cerned in the past year, but there 
are some cross-currents among 
the states. Regulation in some of 
the states where it used to be 
over-severe, such as New York, 
New Jersey and California, has 
improved moderately in recent 
years. Pennsylvania’s policy be- 
came more liberal during the Re- 
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publican regime but is now turn- 
ing leftward again with a Demo- 
cratic administration and a di- 
vided legislature—as indicated 
by the recent Metropolitan Edi- 
son rate reduction. The regula- 
tory climate in Illinois and Florida 
remains excellent as compared 
with earlier periods. Conditions 
in New England have softened 
somewhat. 

During 1955-6, it is true, there 
have been several adverse devel- 
opments. The commission and 
courts in Arkansas have treated 
Arkansas Power & Light (Mid- 
dle South Utilities subsidiary) 
shabbily, denying a rate increase 
which the company had assumed 
to be fully in line with past com- 
mission policy. Public Service of 
Indiana was also denied a rate 
increase, but later a favorable 
court decision restored part of 
the requested amount, subject to 
some delay in application. Kansas 
City Power & Light obtained a 
$4 million rate increase and Kan- 
sas Power & Light was permitted 
to raise gas rates nearly $1 mil- 
lion. Central Illinois Light ob- 
tained a $1.5 million electric rate 
increase. Gulf States Utilities 
lowered its rates $1.3 million, 
probably voluntarily. 

At the present time there is 
very little rate litigation in pro- 
gress. Most utilities are earning 
514-6% on original cost; and 
some, in favored states such as 
Pennsylvania and Ohio (where 
the rate base recognizes fair 
value) are able to earn 7% or 
more if the calculation is based 
on original cost. In Texas returns 
are usually quite liberal because 
there is no state commission and 
state law mentions an 8% upper 
limit. In general, therefore, regu- 
lation appears to be on an even 
keel with losses in some states 
balanced by gains in others. It is 
necessary of course, for investors 
to study each individual company 
and its relations with the nape 
tory agencies. 


Challenge of the Atom 


Is there any future menace to 
the utilities from the competition 
of atomic reactors, solar energy, 
etc.? Certainly there does not 
appear to be any such danger at 
the present time. After long de- 
lays the Atomic Energy Commis- 
sion recently permitted two com- 
panies, Consolidated Edison and 
Commonwealth Edison, to pro- 


ceed with their plans to build 
reactors. The plans will take over 
four years to complete and in the 
meantime it is hoped that safety 
factors can be checked and double- 
checked so that operating licenses 
will be forthcoming from the 
Commission. 

In the past year or so there has 
been a considerable scare over 
“radiation hazards” due to hap- 
penings in the Pacific with our 
bomb tests, etc. These dangers 
have been greatly exaggerated 
but the Commission and Congress 
have to recognize the popular ap- 
prehension. Also there have been 
one or two accidents in experi 
mental reactors which, while 
causing no deaths, nevertheless 
pointed up the hazards which 
might result from a reactor get- 
ting out of control. No explosion 
similar to a bomb explosion seems 
possible but if an accident should 
release a radioactive cloud over 
populated centers, and if any per- 
centage of the population were 
potentially affected, the utility 
company would be subject to 
enormous claims for damage. 

Thus both the Commission and 
the utilities have hesitated to go 
ahead without adequate insurance 
even though the chance of such 
an event are perhaps one in a mil- 
lion. However, the insurance com- 
panies as a group have agreed 
to furnish about $65 million in- 
surance for each utility company, 
and it is hoped that the Federal 
Government will also guarantee 
the companies against loss up to 
perhaps $500,000,000. When this 
is done it should expedite the 
whole program. Doubtless the 
AEC will then authorize other 
large projects new being planned. 

The new atomic reactors will 
not provide dangerous competi- 
tion for existing fuel-burning 
plants. The efficiency of steam 
generating plants is constantly 
being improved and the atomic 
plants will do well to catch up 
with them over the next five or 
six years. Commonwealth Edison 
thinks that its atomic plant will 
be able to compete with modern 
fuel-burning plants but there is 
some skepticism in other quarters. 
In any event, the new atomic 
plants will be dovetailed into the 
construction program gradually. 
There is no danger that they will 
“take over” the whole show and 
penalize laggard utilities. 

Only real danger seems to be 
in perfection of atomic fusion. 
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This means a fusion of molecules 
of light elements, as exemplified 
in the hydrogen bomb, instead of 
the fission of heavy elements as in 
the earlier atomic bombs. The 
great problem in triggering the 
fusion process is to obtain a start- 
ing temperature of a million de- 
grees heat or over. Until scientists 
can do this (without burning up 
their instruments) this process 
will not be available. If it is 


' finally obtained, it will doubtless 


be very expensive to operate initi- 
ally for the amount of power ob- 
tained — though it will have the 
advantage over atomic power in 
not having dangerous radioactive 
by-products. 


Solar Energy Prospects 


Solar energy has also been in 
the limelight during the past year, 
and a world convention was held 
in Arizona with delegates from 
many countries. Arizona Public 
Service participated and other 
utilities showed some _ interest. 
The general opinion seems to be, 
however, that solar energy can 
never compete with electricity in 
this country, although it might in 
a few tropical areas where fuel 
costs are extremely high. How- 
ever, solar energy might conceiv- 
ably be used here as an aid to air- 
conditioning or the heat pump. 

Summarizing, most electric util- 
ities are now cheaper in relation 
to earnings and dividends than 
they have been over the past year 
or more. Yields of 514 and 6% 
are becoming more common (New 
England Electric, Niagara Mo- 
hawk Power, etc.). Price-earnings 
ratios are now more reasonable 
since earnings have gone up while 
prices stayed level. Only the small 
group of outstanding growth 
stocks seem a little high based on 
the usual yardsticks. But institu- 
tional investors and others who 
are satisfied with lower yields still 
seem interested in accumulating 
these issues, with the expectation 
of obtaining capital gains as fu- 
ture prices over a period of time 
reflect higher earnings. —END 
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systems and crane runways. B-W 
manufacturing facilities will be 
used to expand production of the 
newly-acquired company. Due to 
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It’s the first really practical, useful 
and understandable book on how to 
make money in the stock market. 
EASY TO READ — The New York 
Times says: “fascinating.” INDIS- 
PENSABLE — The Wall Street Jour- 
nal says: “successful in helping thou- 
sands.” REVEALING — BENNETT? 
CERF says: “learn the tricks of Wall 
Street yourself.” LEADER IN ITS 
FIELD — WALTER WINCHELL says: 
“best seller.” READERS ENTHUSE 

is: “Your ‘Battle for In- 
vestment Surv ival,’ which I have now 
read for the third time, is exceedingly 
absorbing. It seems equally a revela- 
tion of a philosophy of life fully as 
interesting as stock trading. I read 
with deepest interest the observations 
and experiences of one who can write 
so understandingly about honorable 
and decent living. Please accept my 
thanks for the profit and pleasure 
which your book gave me.” 
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a large backlog of orders and a 
steadily increasing demand for 
cranes, especially in heavier types, 
Industrial Crane’s facilities have 
been pushed to capacity levels. 
The cash resources of B-W, which 
are substantial, are calculated to 
provide adequate working capital 
for increased business volume. 


Growth In Facilities 


B-W productive facilities have 
undergone considerable growth. 
In 1902, the company had 30 
plants, including three specialty 
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steel mills. The count today stands 
at 45, with an additional three 
under construction. Among those 
being built is one at Letchworth, 
England, which is scheduled to 
go into production next month. 
It will manufacture automatic 
transmissions, semi-automatic ov- 
erdrives and other components for 
the British automotive industry. 

B-W is building near Parkers- 
burg, W. Va., a chemical-plastics 
plant at an estimated cost of $10 
million. An electronics plant and 
laboratory are going up at Santa 
Ana, Cal. 
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The company, obviously, has 
many irons in the economic fires 
and is betting heavily on an era 
of prosperity. 


Money From Miscellany 


B-W has a score of other stakes. 
Notable are its aviation equip- 
ment, which brought in about $27 
million last year (peak, set in 
1953, was $41,756,000) ; its house- 
hold utilities, such as sinks, bath- 
tubs, water closets and louvered- 
type sun screens, which accounted 
for about 3% of 1955 sales, and 
miscellaneous products, such as 
saws, machine knives, earth-mov- 


ing machinery and like goods, 
which toted up to more than 16% 
of the whole. 

Top officials of the company 
(average age of operating man- 
agement is only 49 years) have 
always placed great emphasis on 
research. Expenditures for re- 
search last year ran to about $5 
million and will be about the same 
this year. The company plans a 
new laboratory at Des Plaines, 
Ill., which will have facilities for 
varied research, including elec- 
tronic, metallurgical, electrical, 
chemical, acoustical, applied me- 
chanical, hydraulic and nuclear. 
While the company may be ex- 
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The Central and South West System 
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10 Year 

1955 1946 Increase 

Electric Plant Investment ($) 524,929,000 172,585,000 204% 
Generating Capability (Kw) 1,369,000 402,000 241% 
Gross Electric Revenue ($) 113,762,000 43,547,000 161% 
Net Income ($) 19,765,000 8,351,000 136% 
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pected to take the bumps over the 
near term, due to its overwhelm- 
ing interest in consumer-durable 
goods which have been slipping 
this year, there is no lack of opti- 
mism at B-W. In the 28 years 
since its formation, the company 
has shown an impressive record 
of growth in earnings and assets. 
Dividends have been paid in each 
year and profits have been earned 
in every year, except for the 
minor losses sustained in 1932 
and 1938. 

A measure of this optimism 
was provided at a meeting of the 
board on March 2. It already was 
evident that the automotive and 
appliance businesses were in for 
a slump, yet the directors raisec 
the quarterly dividend rate to 60 
cents from 50 cents. 

The 60-cent rate was main- 
tained at the May 25 meeting. 
This latest dividend on the com- 
mon is payable August 1, to stock- 
holders of record July 11. 

Thanks to its large measure of 
diversification, sales and earnings 
in the first three months of this 
year were the second highest first- 
quarter sales and earnings in the 
history of the company. 

Sales were 6.6% lower and 
earnings (after taxes) were 9.4% 
lower than the initial quarter of 
1955, which was, by far, the best 
first three months in the annals 
of B-W. Sales in that quarter were 
increased by 41.8% and earnings 
were upped by 83% from the first 
quarter of 1954. Results in the 
opening quarter of 1956. still 
greatly exceed those of all pre- 
ceding years, 1955 excepted. 

A slackening in sales of four 
important industries served by 
B-W was responsible for the de- 
crease in sales volume and income. 
The homebuilding industry, for 
one, sustained a sizable decline in 


housing starts. Curtailed purchas- p 


ing by farmers was reflected in 
decreased sales of farm equip- 
ment. The setback to automotive 
and appliance products is too well 
known to need further elabora- 
tion. 


The Appliance Cutback 


In mid-May, Norge disclosed it 
was curtailing production of its 
appliances to meet what it called 
“fluctuating dealers’ and distribu- 
tors’ demands.” The extent of the 
cutback was not given. While sales 
to dealers for the first quarter of 
this year set a record for any 
three-month period at Norge, 
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movement to consumers has lag- 
ged considerably. 

The next six months should 
throw a brighter light on the ex- 
tent of the lull. 

As for the automotive industry, 
iB-W should derive considerable 
Henefits from the replacement 
market, although there is small 
likelihood of any return in the 
near future to the dizzy produc- 
tion pace in the new-car field that 
characterized 1955. 


From Investor’s Viewpoint 


For 1956, B-W should have a 
reasonably good year. Sound man- 
lagement, excellent research and 
kontinuing diversification should 
kombine to cushion the blow to its 
hutomotive-supply, household ap- 
pliance and farm-equipment seg- 
ments, 

However, the current year is 
not calculated to approach the 
lofty level of 1955, when sales 
soared out of sight—to $552,192,- 
N00 from $380,317,000 in 1954. 
Net profit also was at a record 
peak in 1955, hitting $41,076,000, 
equal to $5.17 a common share. 
This compares with 1954 net of 
$24,460,000, or $3.27 a share. 

For the initial quarter of 1956, 
met sales amounted to $136,512,- 
000, down from the $146,158,000 
reported for the first three months 
of boom ’55. Net slipped in the 
frst quarter of this year to $8,- 
653,000, or $1.08 a share, from 
the $9,555,000, or $1.21 a share, 
registered in the like period of 
1955. 

Indications are that sales of 
B-W continue to be somewhat cur- 
tailed during the present quarter, 
Which ends this month. The com- 
pany, however, is optimistic that 
this year will be second only to 
1955 in the matter of earnings and 
bales. 

Selling around 441, in recent 
lays and providing an indicated 
yield of 5.4%, based on the 60- 
fent quarterly rate, the return is 
liberal for this good-grade issue. 
Holders would be warranted: in 
tetaining the stock as a long-term 
nvestment. 

Borg-Warner has shown itself 
0 be a smart and progressive or- 
fanization, yet new commitments 
hould be deferred in view of the 
insettlement in the stock market. 
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AMERICA’S NEXT BIG 
INDUSTRIAL DEVELOPMENT 








On a base of enormous deposits of iron, 
coal and copper, uranium, oil and chemi- 
cals, what is inevitably to be America’s 
next great industrial development is now 
under way in the west. It is centered in 
the sprawling Utah, Idaho, Colorado and 
Wyoming area served by Utah Power & 
Light Co. Here are rich concentrations of 


practically every raw material needed by 


modern industry. 


— <oe MND. 
VC cos 


Every major basic raw chemical. 
60% of U.S.A. phosphate reserves. 
214 different minerals. 


One-third of nation's copper. 


Largest proved uranium reserves 
in the nation. 


Greatest concentration of non-ferrous 
metal mills, smelters, refineries in U.S.A. 


Largest steel mill west of the Mississippi. 
Low-cost power, water, fuel. 

Intelligent and stable labor force. 

Sound diversified economy. 

Healthful climate with low humidity. 


A gateway to the rich, far west market 
where America is growing fastest. 


Plus . 


. . plenty of “elbow room”. 


UTAH POWER & LIGHT Co. 


A Growing Company in a Growing West 





What 1955 Balance 
Sheets Reveal 





(Continued from page 360) 


research and engineering develop- 
ment. It is calculated that corpora- 
tions invested $24.2 billion in 
plant and equipment last year. 
Adding the $7.8 billion increase 
in net working capital makes a 
total of $32 billion for expansion 
in 1955. Of this total, corpora- 
tions financed approximately $24 
billion from retained earnings and 


depreciation, with external financ- 
ing consisting of $6.1 billion 
through long-term borrowings 
and $1.9 billion through net new 
stock issues. 

At 1955 year-end, total current 
assets had increased to $206.6 bil- 
lion as compared with $187.3 bil- 
lion of total current assets at the 
close of 1954. On the other side 
of the ledger, total current lia- 
bilities, as of December 31, 1955 
amounted to $103 billion, up by 
$11.5 billion from a year ago as 
compared with a $19.4 billion gain 
to total current assets for 1955. 
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PHARMACEUTICAL PRODUCTS FOR 


THE MEDICAL PROFESSION SINCE 1888 


Laboratories 


The Board of 
Directors has 
declared the fol- 
lowing quarterly 
dividends, paya- 
ble July 2, 1956, 
to stockholders of 
record June 7, 
1956: 

e 45 cents a share 
on Common Stock. 
e $1.00 a share on 
Preferred Stock. 


Consecutive 
Dividend 


May 24, 1956 / North Chicago, II. 








- West Penn 


Electric Company 


(Incorporated) —_— 


| Gaciteal Dividend 


on the 


COMMON STOCK 


35¢ PER SHARE 


Payable June 30, 1956 
Record Date June 8, 1956 
Declared May 29, 1956 











WEST PENN ELECTRIC SYSTEM 
Monongahela Power Company 
The Potomac Edison Company 

West Penn Power Company 














MACHINE AND 
METALS, INC. 


50th Dividend 


A QUARTERLY DIVIDEND 
of FIFTY CENTS per share 
has been declared for the 
second quarter of 1956, pay- 
able on June 29, to share- 
holders of record on June 12. 
1956. 













H.T. McMeekin, Treasurer 














On the basis of these figures the 
net gain in net working capital 
amounted to $7.8 billion. This 
increase was exceeded only by 
the record $9.3 billion gain in the 
year 1950, and brought net work- 
ing capital at the close of 1955 to 
a record high of $103.6 billion. 


Corporate Liquidity 


With but a few exceptions the 
principal components of working 
capital at that time were at new 
levels. A break-down of the major 
components of net working capi- 
tal reveals that between the 1954 
and 1955 year-ends, holdings of 
cash and United States Govern- 
ment securities increased from 
$51 billion to $55.6 billion, a gain 
of $4.6 billion. Over the same 
period, notes and accounts receiv- 
able increased to $76 billion, this 
being higher by $9.8 billion over 
the 1954 year-end total. Inven- 
tories also were higher, increasing 
from $65.1 billion to $69.8 billion, 
a rise of $4.6 billion with more 
than half of the latter sum repre- 
senting inventories increase in 
the manufacturing group in the 
final 1955 quarter. Composite 
figures also disclose an increase 
in Federal income tax liabilities. 
These amounted to $18.5 billion 
or $2.8 billion more than was 
payable at the close of 1954, not- 
withstanding the fact that some 
corporations had made payments 
on 1955 Federal income tax be- 
fore the close of the year under 
the current accelerated tax pay- 
ment program. 

With the increase in trade notes 
and amounts receivable, higher 
inventories, and the expansion in 
notes and accounts payable, cor- 
porate liquidity, measured by the 
ratio of cash and U. S. Govern- 
ment securities to current liabili- 
ties, was slightly lower at the end 
of 1955. Liquidity dipped from 
56 per cent a year ago to 54 per 
cent. That there was a slight 
decline in this respect was not 
an extraordinary development 
considering the record volume of 
dollar sales throughout the entire 
year. Another factor contribut- 
ing to the inventories increase 
was the higher cost of raw mate- 
rials in many instances as well 
as increased value put upon fin- 
ished or semi-finished goods as a 
result of higher labor and other 
operating costs. Inventories rose 
appreciably in the final quarter 
in some, but not all, industries 
as business developed a tendency 





THE 


to level off or declined in activity 
after reaching a high plateau in 
October of last year. At that, in- 
creases in certain areas of de- 
mand offset declines in others, the 
net gains being factors in pulling 
gross national product in the fina] 
quarter up to about $398 billion. 
Although inventories were up by 
$4.7 billion at the close of the 
year, they were not much higher 
in relation to sales than a year 
ago. 

All of these figures are more or 
less generalizations, indicating an 
overall trend which, of course, is 
likely to be at great variance with 
the 1955 experience of corpora- 
tions in various fields. More 
specific information regarding 
changes in the components of be!- 
ance sheets and totals can only be 
obtained by a study of individual 
company financial statements. In 
this connection, the accompany. 
ing tabulation of major compo- 
nents of 1955 balance sheets of 
24 corporations represents to a 
degree a cross-section of the 
changes that took place in that 
year in net working capital, inven- 
tories, total assets, liquidity and 
long-term debt, if any. 

Supplementing the tabulation 
are the following brief comments 
on a number of companies shown 
therein which should aid the 
reader to interpret the changes in 
balance sheet items that took 
place between the 1954 and last 
year’s close. 

Allegheny Ludlum Steel Corp.— 
Cash and U. S. Government se- 
curities at 1955 year-end totaled 
$23.6 million, an increase of $14.9 
million during the year. Increases 
in accounts and inventories reflect 
the increase in 1955 sales volume 
amounting to $255.2 million which 
exceeded previous year’s sales by 
$85.6 million. In addition to nor- 
mal depreciation, depletion and 
plant retirement allowances of 
slightly in excess of $4 million, 
accelerated amortization on new 
plant facilities during the year 
amounted to a little more than 
$7 million. 

American Cyanamid Co.—At 
1955 year-end working capital 
had increased to $195.1 million 
from $184.6 million at December 
31, 1954. Over the same period, 
Cy anamid achieved a notable in- 
crease in cash and U. S. Govern- 
ment and other short-term notes}to 
totaling $163.1 million, up from 
$141.5 million. During last year, 
long-term indebtedness was re- 
duced from $110.9 million to $94.7 


MAGAZINE OF WALL STREET 











































mi 
$4! 
vio 
lio! 
inc 
the 
rec 
on] 
( 
lig’ 
is 
ca} 
$1¢ 
det 
abi 
of 
$1" 
tul 
to 
tre 
du: 
mi’ 
inc 
$1 
the 
bil 
( 
tur 
me 
An 
for 
pre 
33 
in\ 
ch: 
ing 
for 
bet 
La 
ing 
not 
in 
lio’ 
cre 
frc 
lio: 
to 
we 
{ 
19: 
cre 
$2) 
mi 
rey 





mi 
0 
of 
LO} 
an 
34: 
B5( 
19: 

el 
mi 



















del 
er) 
SEC 
ul 
io’ 


U 





million. Although 1955 sales of 
$451 million exceeded the pre- 
vious year’s volume by $53.5 mil- 
lion, inventories at $72.5 million 
increased by only $400,000 over 
those of a year ago while accounts 
Hreceivable at $49.1 million were 
only up $1.5 million. 

Caterpillar Tractor Co.—High- 
lighting the 1955 balance sheet 
is the decrease in net working 
capital to $93.6 million from 

ore or}$105.9 million a year ago. This 
ing anfdecline, however, was brought 
isfabout primarily by the transfer 
of the company’s obligation for 
$17,056,000 10-year 2% deben- 
tures that came due May 1, 1956, 
arding}to current liabilities. With this 
of bel-ftransfer long-term debt was re- 
ynly befduced from $52.1 million to $35 
ividualfmillion and while cash in 1955 
increased from $8.7 million to 
$10.8 million the transfer brought 
sompo-|the ratio of cash to current lia- 
ets offbilities down from 25% to 10%. 
Continental Can Co.—Expendi- 
tures in 1955 for capital improve- 
n that}ments amounted to $24.4 million. 
inven-fAnticipating continuing demand 
ty andffor funds for further capital im- 
provements it sold $25 million 
ulation}334,% 40-year notes to private 
amenis{investing institutions, and ex- 
shownf{changed $39.5 million of its Sink- 
id thefing Fund Debentures due in 1965, 
nges inffor a like amount of 40-year de- 
t tookfbentures to mature in 1995. 
1d lastfLargely as a result of the borrow- 
ing of $25 million on 40-year 
Jorp.—fmotes last year, working capital 
ant se-fin 1955 increased from $82.3 mil- 
totaledfiion to $110.8 million. Cash in- 
f $14.9fcreased during the same period 
ereasestirom $17.7 million to $30.2 mil- 
reflection while bank loans amounting 
volume}to $17.6 million at 1954 year-end 
1 whichfwere reduced to $1.9 million. 
ales by} Grace (W. R.) & Co.—During 
to nor-}1955 current assets were in- 
yn andkreased from $187.5 million to 
ces off$214.1 million, a gain of $26.6 
nillion,fmillion. At the same time, cur- 
yn newfent liabilities amounting to $75.3 
e yearmillion at 1954 year-end increased 
e thanfto $84.3 million, up by $9 million 
of which $8 million was accounted 
Yo.—Atfor by the increase in accounts 
capitaland acceptances payable from 
million$42.1 million to slightly more than 
cemberB50 million. The company, in 
period, 1955, sold $30 million 314% con- 
ible in-Wertible debentures. About $12.5 


p from 
st year,fernment and other marketable 
»pecurities totaled $82.8 million, a 
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YALE & TOWNE 


Declares 273rd Dividend 
37'2¢ a Share 


On May 24, 1956, 
dividend No. 273 

of thirty-seven 

and one-half cents 
per share was 
declared by the Board 
of Directors out 

of past earnings, 
payable on 

July 2, 1956, to 
stockholders of record 
at the close of business 
June 8, 1956. 


F. DUNNING 


Executive Vice-President and Secretary 
THE YALE & TOWNE Mc. co. 


Cash dividends paid in every year since 1899 











E.1. DU PONT DE NEMOURS & COMPANY 


UPON 


Wilmington, Del., May 21, 1956 




















The Board of Directors has declared this 
day regular quarterly dividends of $1.121/2 
a shore on the Preferred Stock—$4.50 
Series and 8712¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay- 
able July 25, 1956, to stockholders of 
record at the close of business on July 
10, 1956; also $1.50 a share on the 
Common Stock as the second quarterly 
interim dividend for 1956, payable June 
14, 1956, to stockholders of record at 
the close of business on May 28, 1956. 


P. S. pu PONT, 3rp, Secretary 
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PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 162 
The Board of Directors on May 16, 


1956, declared a cash dividend for the 
second quarter of the year of 60 cents 
per share upon the Company's common 
capital stock. This dividend will be 
paid by check on July 12, 1956, to 
common stockholders of record at the 
close of business on June 12, 1956. 
The Transfer Books will not be closed. 

K. C. Curistensen, Treasurer 


San Francisco, California 





What “‘sterling”’ 
means to you and 
your business — 


STERLING 


ITS MEANING 
IN WORLD FINANCE 


By JUDD POLK 
Foreword by John H. Williams 


* What does the Sterling Area mean to 
the United States? Is its continued exist- 
ence good or bad for us—for the world? 


@ If the pound is made convertible, will 
the Sterling Area disappear? 


The author, a former Treasury official, 
gathered his information in a two-year 
study and a round the world trip to Ster- 
ling Area countries. He gives answers to 
important questions that concern im- 
porters, exporters, producers, national 
treasuries, international policy makers, 
and, of course, students of finance and of 
world affairs. Eminently readable, this is 
the first full-length critical analysis from 
an American point of view of a powerful 
monetary system that affects the whole 
world. At booksellers. $3.75 


Published for the 
COUNCIL ON FOREIGN RELATIONS by 


HARPER & BROTHERS 





" 
ie UNITED FRUIT 
TN. COMPANY 


28th 
Consecutive 
Quarterly Dividend 


A dividend of seventy-five cents 

per share on the capital stock of 

this Company has been declared 

payable July 13, 1956, to share- 
holders of record June 8, 1956 

EMERY N. LEONARD 

Secretary and Treasurer 


ec Mass., May 21, 1956 














FINANCIAL 


CORPORATION 





137TH DIVIDEND 


A quarterly dividend of $0.60 
per share in cash has been 
declared on the Common 
Stock of C. Il. T. FINANCIAL 
Corporation, payable July 1, 
1956, to stockholders of rec- 
ord at the close of business 
June 11, 1956. The transfer 
books will not close. Checks 
will be mailed. 
C. JoHN KuHn, 
Treasurer 





May 24, 1956. 











rent liabilities. 

National Cash Register Co.— 
During 1955 investment in capital 
improvements totaled $14.3 mil- 
lion. Plans provide for 1956 ex- 
penditures of an additional $18 
million for similar purposes, To 
help finance increases in manu- 
facturing facilities and provide 
additional working capital NCR 
borrowed $10 million from an in- 
stitutional lender last year. At 
the year’s end, its total of cash 
$17.9 million and U. S. Govern- 
ment securities of $8.2 million 
was $26.2 million as compared 
with 1954 year-end combined total 
of $14.4 million. Although sales 
were at a record high of $301.2 
million, or $42.1 million greater 
than in the previous year, inven- 
tories of $52.2 million were about 
$1.5 million less. Receivables of 
$50.6 compared with $39.2 million 
at the close of the previosu year. 

Union Carbide & Carbon Co.— 
Last year approximately $102.4 
million was invested for the con- 
struction of new facilities. Against 
this sum the company’s cash 
flow from depreciation and amor- 
tization, together with retained 
earnings for the year amounted 
to $159.8 million. Cash and U. S. 
Government and other marketable 
securities of $301.7 million ex- 
ceeded total current liabilities by 
$72.7 million and ratio of total 
current assets to total current lia- 
bilities was 2.9-to-1. —END 





American Capital in Canada 
—and Canadian Plants 
in U.S.A. 





(Continued from page 349) 


“Canada’s International Invest- 
ment Position 1926-54” disclosed 
the salient facts, some of which 
are summarized in the acompany- 
ing table. 


Growing U. S. Role 


In 1926, Canada controlled some 
65% of its manufacturing indus- 
tries; in 1953 the percentage was 
down to 538% and may be even 
lower today. In 1926, Canada con- 
trolled 62% of its mining; in 
1953 only 43% of this most dy- 
namic industry was Canadian- 
controlled. Foreign investment in 
the petroleum industry has grown 
in the eight years since 1945 from 
$126 million to $1.19 billion. At 
the end of ’53 Americans con- 
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trolled some 68% of this vital] in- 
dustry and Canadians 30%. But 
Canadian investment in petro- 
leum had been built up to $850 
million (41% of all invested capi- 
tal), a remarkable feat in such a 
short time. Other predominantly 
American - controlled industries 
were: Electrical appliances, motor 
vehicles, rubber and chemicals, 

On the other hand, Canadians 
have kept or increased their hold- 
ings in the pulp and paper indus- 
try, which originally was _ pre- 
dominantly American-owned, and 
the textile, iron and steel, bever- 
ages, and agricultural-machinery 
industries as well as in merchan- 
dising and utilities. The textile in- 
dustry is not doing very well, 
however, and Canadian steel 
mills, although expanding, are 
still unable to supply many spe- 
cial types of steel. 

Canadians contend that many 
companies that were founded as 
branches of foreign corporations 
are reluctant to permit local par- 
ticipation in ownership and top 
management. They also claim that 
there has been a noticeable re- 
duction in the number of com- 
panies whose securities are avail- 
able to Canadian because Ameri- 
‘ans have bought out many com- 
panies which were domestically 
owned or in which Canadians held 
minority interest. 


Americans Provided Risk Capital 


There is no doubt that some of 
the complaints are justified. It is 
true that the Canadian economy 
has generated in recent years 
most of the capital necessary for 
developing the country. But, as a 
rule, Canadians have been cau- 
tious investors, preferring mort- 
gages, bonds and life-insurance 
premiums. They have even repa- 
triated a considerable proportion 
of Canadian bonds held abroad. 

All this boils down to the fact 
that there has simply not been 
sufficient capital available in Can- 
ada willing to “risk a buck to 
make a _ buck’”—to invest rela- 
tively huge amounts in the de- 
velopment of mines, oilfields, and 
other projects and wait perhaps 
several years before any profits 
would be possible. As the Exter- 
nal Affairs Minister, Lester B. 
Pearson, pointed out recently: 
“The unprecedented development 
of Canada could not have taken 
place in the way and in the time 
it has, without outside participa- 
tion.” 
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Data for Chart 
Canada: 
Imports Geared to Capital Expenditures | 
(In billions of dollars) 
Capital 
Expendit. Imports 
1930 1.29 1.01 
1931 .88 62 
1932 49 45 
1933 .33 .40 
1934 .42 ol 
1935 51 55 
1936 59 .64 
1937 .83 81 
1938 77 .68 
1939 77 Pi) 
1940 1.00 1.08 
1941 1.46 1.45 
1942 1.54 1.64 
1943 1.49 1.74 
1944 1.31 1.76 
1945 1.28 1.59 
1946 1.70 1.93 
1947 2.49 2.57 
1948 3.18 2.64 
1949 3.50 2.76 
1950 3.82 3.17 
1951 4.58 4.09 
1952 5.29 4.03 
1953 5.84 4.38 
1954 5.62 4.09 
1955 6.23 4.71 
1956 7.53—a 5.25—b 
a—Preliminary. 
b—Annual rate based on the first. 














By investing in the dynamic in- 
dustries, American capital has not 
only contributed to increasing 
employment but also has built up 
Canada’s foreign exchange earn- 
ing capacity and strengthened her 
international payments. 

For example, iron ore exports, 
which were almost non-existent 
before American capital helped 
develop the huge deposits in Que 
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bec—Labrador and Western On- 
tario, now bring in almost $100 
million a year in foreign ex- 
change. The development of pe- 
troleum is at present saving Can- 
ada some $300 million in imports 
fand transportation charges. 


Canada’s Economic Maturity 


As has already been pointed 
out, there is no official hostility 
to American capital in Canada. In 
fact, the provincial governments, 
‘fwhich have direct responsibility 
for industrial development, have 
been eager to persuade American 
companies to establish plants 
within their borders. They feel 
there is nothing unpatriotic in 
these efforts. 

The debate on the role of for- 
eign capital is an internal affair. 


iiCanada must decide whether it 





prefers rapid development with 
the aid of American capital or 
lower development with Cana- 
dian capital only. On the other 
hand, the time has come for 
merican capital to realize that 
anada is not “‘a banana republic” 
but an economically and finan- 
ially mature country. Now that 
hey have paid off or bought back 
foreign holdings of their bonds, 
Canadians are taking a look at 
foreign corporate holdings. They 
want the opportunity to repatri- 
te such securities. Whether or 
not they will actually do so, in 
view of their preference for fixed- 
income securities, is immaterial. 
If American corporations want 
ito get rooted in Canada and are 
wise, they will not deny Cana- 
dians this opportunity. There is 
no other sound basis for foreign 
investment except letting local 
capital participate in the develop- 
ment of local resources. Many 
American companies, including 
Ford of Canada, Imperial Oil 
(Standard Oil of N. J.) and du 
Pont, already have recognized the 
advisability of Canadian-Ameri- 
can partnership. END 





















New Government Tactics to 
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Head of the antitrust division 
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of the Justice Department is 
Stanley N. Barnes, who practiced 
law for 20 years before assuming 
his Government post in 1953 with 
the advent of the Eisenhower Ad- 
ministration. He also served on 
the bench in California as an ap- 
pointee of Governor Earl War- 
ren, now Chief Justice of the 
United States. Mr. Barnes is ex- 
pected to leave his present post 
for a Federal judgeship this sum- 
mer. His passing from the Ad- 
ministration will stir no regrets 
in big-business circles. 

Mr. Barnes (incidentally, he’s 
a Republican) insists, neverthe- 
less, that he has “nothing against 
big business.” It is his contention 
that his department merely is en- 
forcing the antitrust laws. He 
twits fellow-Republicans by as- 
serting: “A lot of Republicans 
thought that with this Adminis- 
tration many antitrust laws 
would die from lack of vigor.’”’ He 
makes Democrats even less happy 
by adding: “I think the Democrat 
charge that Republicans favor big 
business is best answered by the 
vigor with which we have en- 
forced the antitrust laws.” 

That Mr. Barnes expects no 
diminution of the vigor of the 
fight even after he has gone from 
the scene is apparent from the plea 
of his department to Congress for 
increased funds. Mr. Barnes has 
asked Congress for $4,265,000 for 
fiscal 1957. This compares with 
$3.1 million plus a supplemental 
appropriation of $202,500 in fiscal 
1956 and $3.1 million in fiscal 
1955. 


The Democratic Influence 


Of course, the department is not 
staffed exclusively with Republi- 
cans—far from it. Of the top nine 
attorneys (the department em- 
ploys well over 200) who serve as 
assistants to Mr. Barnes, seven 
are appointees of the Roosevelt- 
Truman days. Thus, while Mr. 
Barnes is in command, there is no 
question that the men around him 
often pose a challenge that appar- 
ently influences his policy. 

There is no doubt that Mr. 
Barnes is sincere when he says 
the antitrust law is “‘a prime tenet 
of free enterprise” and initiates 
action against what he believes 
are hard-core antitrust violations. 
There is, however, considerable 
difference of opinion on his ap- 
proach to the problem. 

Thus, if the prime purpose of 
the antitrust statutes is to serve 


the interests of the public, it is 
difficult to follow the reasoning 
behind the requirement that A. 
T. & T. give up possession of in- 
numerable patents that were de- 
veloped at prohibitive cost. 

That company spends over $100 
million annually for research. It 
labors for a quarter century to 
develop an item such as the tran- 
sitor, an indispensable device in 
the electronics industry. It brings 
down the price to 90 cents from 
$30 over a period of four years. 
It spends additional millions of 
dollars educating small producers 
on uses of such new devices. 

Under these circumstances, re- 
quiring the company to share its 
patents with small producers 
seems hard to take. It could easily 
discourage lesser companies from 
making the huge investment that 
Telephone has in its Bell Laborato- 
ries. Even small companies have 
greeted this Justice Department 
victory with restraint. Thus, 
Beckman Instruments, a West 
Coast producer of electronic in- 
struments, is deeply concerned. 
A. O. Beckman, president, sees 
little immediate effect since his 
company already is licensed by 
Telephone and royalties are so 
low that there would be only 
negligible savings by making the 
license free. 

Beckman voices the feeling of 
hundreds of small companies 
when it says that it would prefer 
to pay royalties, with the assur- 
ance that the patent system would 
continue, than to see incentive 
diminish because neither the in- 
ventor nor his company could 
reap the financial benefits of ex- 
clusive use of the patents. The 
little fellows simply don’t have the 


resources or organization for 
large-scale research. 
Shooting at G.M. 
Mr. Barnes repeatedly has 


made it clear that he is concerned 
over the growing share of the 
automotive market held by the 
top three companies—General Mo- 
tors, Ford Motor Co. and Chrys- 
ler Corp. In 1949, this trio pro- 
duced more than 85‘~ of the cars 
in this country, while the so-called 
independents turned out the bal- 
ance. Not only has the share of 
the independents shrunk in the 


intervening years (to around 
5%), but in order to survive, 
Nash-Kelvinator had to merge 


with Hudson, forming American 
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Motors, and Studebaker had to 
make common cause with Packard 
(the new company now is fighting 
for its corporate life). Kaiser is 
only a negligible factor. 

While the public may find it 
difficult to follow the reasoning 
behind actions in such fields as 
telecommunications, can manu- 
‘facture (consent decrees from 
American Can and Continental 
Can), glass manufacture (Hart- 
ford Empire Co.) and shoe manu- 
facture (United Shoe Machinery 
and General Shoe), the automo- 
tive industry offers (or seems to) 
few mysteries, 

The people know, for instance, 
that 1955 was the year of the big- 
gest boom in automobile sales. 
They also know that G. M. made 
more than a billion dollars (after 
taxes), an achievement never be- 
fore attained by any company. 
They also know that Ford had a 
banner year and Chrysler made a 
stunning comeback. Amidst all 
this, they have noted the flounder- 
ing of the independents in the in- 
dustry, who were writing red ink. 

Mr. Barnes has made no secret 
of the fact that he would welcome 
a breakup of GM-—say, the spinoff 
of General Motors Acceptance 
Corp., which finances retail sales 
of GM products, or one of the 
automotive divisions, such as 
Oldsmobile. 

In a field, such as automotive, 
where the leading trio literally 
engages in brawling competition, 
it is not easy to make out a case 
against a monopolistic GM. By 
alluding to the three leaders as 
the dominant force in the indus- 
try, Mr. Barnes would seem to be 
bent on fighting an oligopoly. 


To Sue Or Not to Sue 


There is (or was) considerable 
sentiment within the Justice De- 
partment for going into court 
with a plea that would call for 
GM to dispose of its bus-making 
facilities. 

Mr. Barnes, however, would ap- 
pear to be hopeful that GM can 
be “needled” into doing some- 
thing on its own to obviate the 
need for Government action. He 
has said that a breakup of GM is 
inevitable—the only question be- 
ing whether this Administration, 
another regime or the company 
itself will do the job. 

GM, of course, is not unaware 
that one company after another 
has accepted a settlement, with 
varying punitive degrees. It is a 
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large-size chore to find a single 
victory for the corporate de- 
fendant. 


Congress Eyes Mergers 


There is considerable sentiment 
within the Congress, largely on 
the Democratic side, to check 
what Senator John J. Sparkman 
has called a “dangerous trend to- 
ward economic concentration” 
through mergers. The Alabaman, 
who was the Democratic candi- 
date for Vice-President in 1952, 
wants the merger trend halted 
“to preserve our nation’s tradi- 
tional system of free and competi- 
tive private enterprise.” Hearings 
have been held in recent days by 
the Senate Small Business Com- 
mittee on three pending bills to 
strengthen the antitrust statutes. 
There is considerable support for 
a type of legislation that would 
require companies planning a 
merger to give prior notice to the 
Government, which would then be 
in a position to forbid such a con- 
solidation. 

While not every merger of the 
postwar decade, which has been 
marked by a record number of 
consolidations, has been in the 
public interest, there is no deny- 
ing the fact that only the diversi- 
fication gained through such ac- 
tion enabled hundreds of compa- 
nies to survive. 

Examples of this are numerous 
in a wide area of the economy, 
notably automotive supply and 
railroad equipment. Indeed, there 
no longer is such a thing as a rail- 
Way equipment industry, pure 
and simple, anymore. Today that 
business is but a part of the 
whole, which takes in the prod- 
ucts of atomic energy, chemicals, 
power, petroleum, trailer trucks, 
plastics, electronics, earth-moving 
equipment and dozens more. The 
railway equipment business is ex- 
cellent at the moment, but many 
of the companies now producing 
the direly needzd freight cars and 
allied equipment of the carrier: 
would not be in existence if they 
had not turned to greener fields 
through merger. 

As recently as two years ago 
the railroads were ordering prec- 
ious few cars and little other 
equipment. That this is a feast-or- 
famine business might be news to 
certain members of Congress, 
but to the industry this is an old 
story. It was a case of diversify 
or die. Since economic suicide is 
scarcely a business policy, there 
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was a scramble by the rail-equip 
ment people to lessen dependenej sig! 
on carriers. met 
In fact, so dismal was the busi ing 
ness of supplying railroads thaf?° 
one company, Pressed Steel Carf’ in ( 
embarked on a diversification prof” * 
gram that never stopped until thq! 
company had gotten completelj® 
out of the business of building 
freight cars. Thus, a company 
that seven years ago made noth 
ing but freight cars now is an im 
portant factor in machine tool Tra 
and turns out a variety of other hol< 
products. This 19th Century com, ote 
pany even changed its name té c 
U. S. Industries, Inc. 
The need for merger also ig mia 
pointed up in the appliance indus. pan 
try, where companies with only + 
one, two or a few items are seri{’?° 
ously handicapped in competing ae 
against concerns with a_ well4”* 
rounded line. 
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Bethlehem and Youngstown 


In the absence of legislation, 
the antitrust division often has 
fallen back on the device of ‘“no- 
tification” that it will instigate 
proceedings if a corporation goes 
ahead with a merger. It is this 
threat that has blocked the dec- 
ades-old plan of Bethlehem Steel  F 
to absorb Youngstown Sheet ae 


Tube. as 
Bethlehem, the country’s No. apa 


steel producer, has asked for spe- 
cifics about the case — when, for" 
example, the company might geifi¢é 
a hearing or a trial if it went"! 
ahead in concert with Youngs oft 
town. The “trust-busters” are say- of , 
ing little, but are readying a case“! 
against the companies in the event ele! 
they ignore the threat. hot 

It is difficult for many people 
familiar with the steel industry}. 
to see how a Bethlehem-Youngs- “be 
town merger can come under the i< 
head of monopoly. Indeed, there 
has been no complaint within the * 
industry against the plan. Bethle- a 
hem has its major facilities in the on 
East and some facilities on the 
West Coast. Youngstown operates la 
in the Midwest. It would appear} 
to be the most logical kind oly 
merger. However, the companies}° 
are loath to proceed in the face off"! 
Government hostility. 4 


ers 


a 


Transamerica Stopped 


Yet another sign of the “anti- po! 
big-business” philosophy in Was vy 
ington was apparent last month! 
when President Eisenhower, 















l-equip 


ondene signed into law the Congressional 


measure known as the Bank Hold- 
he busine Company Act. There are 
ds thagabout 150 bank holding companies 
el Carfi the country which control one 
or more banks and probably more 
than 100 of these are exempt by 
terms of the measure or by sneci- 
fic amendments. 

It is generally accepted that the 
e nothserime objective of the bill’s spon- 
“an impsrs was to cut down to size the 
e tool Transamerica Corp., largest bank 
f othe"? ding company in the United 
States. This is the organization 
built by the late A. P. Giannini. 

Transamerica will be hit in the 
also jqmetter of divestment of non- 
indus banking subsidiaries — its Occi- 
th only dental Life Insurance provides 
‘fabout 38% of the net profit of the 


ion pro 
ntil the 
ipletely 
uilding 
ym pany 


ry com 
ame to 


re seri- 
rpeting parent company. The new law 
 wel}flso will pinch Transamerica in 


the matter of future expansion, 
since it puts bank holding com- 
panies under the specific supervi- 


own : . 

sion of the Federal Reserve Board 
slation and gives state banking authori- 
en has ties a veto power over expansion 
of “no! Such companies across state 
stigate lines. 
mM goes 
is this The Need for Study 
ne dec. , ; , , 
n Steel Big business (like big labor) 


heet 4fS a natural phenomenon of this 
fast-growing nation. That there 
; No. ypiave been abuses, even leaders of 
or spe- big business will concede. But 
on, foyat scarcely gives politicians the 
rht get license to interfere with the eco- 
t wentiomic process, about which they 
‘oungs. often know little or nothing. It is, 
re savat course, a sure-fire vote-getter— 
a casend this is an election year. Large 
eevenif{iements of the population are 
not aware of the true situation. 
peopl If business is to be caught be- 
dustryveen political groups intent on 
oungs{'ving for electoral advantage, 
ler the'ten a period of confusion and 
there disorder is inevitable. It is not too 
sin thé hard to envisage the kind of she- 
Bethlef@nigans that threaten from the 
“in thedind of measure that would give 
on the@overnment bureaucrats the au- 
yeratednority to approve or reject a 
appear planned merger. 
ind of A panel, on the order of the 
panies Hoover Commission or any group 
face offvith a profound understanding of 
dur economic processes, is needed 
to study the trend toward merg- 
ers and bigness in business. It 
must be far removed from the 
“onti-political hurly-burly. Only thus 
Wash-Vill Congress and the people 
month,—f2ow whether the present trends 
howerf@ve Spawned monopolies and re- 
strained competition, whether the 
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public interest has been served or 
ignored and what measures (if 
any) are needed to correct condi- 
tions. 

The owner or investor in a 
small business must remember 
that any crackdown on mergers 
can work a hardship for him. Af- 
ter all, acquisition of a small firm 
by a large one is usually of minor 
importance to the vast enterprise, 
but the right of the owners of 
small corporations to sell out to 
large ones is often of crucial im- 
portance to the owners of the 
small entity. The alternative to 
selling may very well be deficit 
operations or even bankruptcy. 

From the foregoing, it must be 
obvious that any public study of 
the economic processes in this 
country must be undertaken by 
experts in the field. —END 





Today’s Man-Made 
Business Cycle 
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Again, monetary policy is now 
in the hands of a skilled and prac- 
ticed Federal Reserve which is 
broadly committed to the use of 
its general powers toward the 
maintenance of a high level of 
business activity, and, specifically, 
a high level of residential con- 
struction and capital outlays. 
Underlying this broad monetary 
policy are precedents for the 
adoption of selective controls 
where and when Congress feels 
necessary. And the general bank- 
ing system is now fortified by net- 
work of deposit guarantees, loan 
guarantees, and holdings of fed- 
eral liabilities which carry the 
nation’s credit reputation behind 
them. The four pillars of mone- 
tary management — open market 
policy, flexibility in the FR dis- 
count rate, changes in reserve re- 
quirements, and flexible manage- 
ment of the federal debt — are 
now useful tools in the hands of 
capable money market managers. 

But above all the changes that 
have altered the business cycle 
over the past three decades has 
been the complete acceptance by 
government of responsibility for 
maintaining full employment. The 
so-called Full Employment Act of 
1946 places it within the legiti- 
mate objective of the Federal gov- 
ernment to affect economic condi- 
tions (without spelling out the 
means) whenever it appears that 


without the benefit of government 
intervention economic activity 
will be insufficient to maintain 
full employment. This mandate 
has, of course, an overwhelming 
political connotation; any admin- 
istration that does not take it 
seriously is likely to find itself a 
minority party on very little 
notice. 
What's Left of the Cycle? 

The changes described above 
have unquestionably altered the 
nature of the business cycle, as 
that term used to be understood. 
And one might go further and 
say that it has partially eradi- 
cated the standard cycle. But what 
has it left in its place? Is ever- 
lasting prosperity and growth, 
free from even the fear of reces- 
sion, just around the corner? Or 
have the cures produced some 
dangerous effects of their own? 

All things considered, the ans- 
wers to these questions are not 
reassuring. Increasingly in the 
past three years, there have been 
indications that the constant sup- 
pression of the old business cycle 
has been accomplished at the cost 
of building a dizzy edifice of arti- 
ficial restraints, artificial stimuli 
to investment, artificial consump- 
tion, even artificial saving. We 
have cured the erratic cyclical be- 
havior of farm prices, but at the 
cost of accumulating huge sur- 
pluses which overhang our own 
domestic market and wreak havoc 
with those of our allies which are 
large agricultural exporting coun- 
tries. We have empowered labor 
to command sufficient purchasing 
power to clear our markets of 
goods preduced, but only by con- 
stantly elevating our costs of pro- 
duction. And rising production 
costs are constantly threatening 
to engulf profit margins and 
drown the incentives to private 
investment. At the same time, the 
incessant rise in labor costs is 
gradually undermining our selling 
position in world markets. 

We have gained more equal in- 
come distribution through pro- 
gressive taxation, but again at the 
cost of curtailing saving, and 
magnifying the inflationary pres- 
sures on our price level. 


Destroying Incentives 
We have, in the course of erect- 
ing the bulwark of big govern- 
ment, expanded our national debt, 
and our money supply, at so rapid 
a rate that the rise in our price 
level has devalued past saving, 
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and destroyed current incentives 
to save. 

What is particularly notable in 
this process of subduing the busi- 
ness cycle by constantly increas- 
ing artificialties is that the tech- 
nique tends to run away with the 
technician, and we may already 
have passed the point where the 
policy can be changed without 
producing results very similar to 
those of the business cycle. Cur- 
rent efforts to restrain the growth 
of debt are an illustration: in the 
absence of normal incentives to 
save, forced saving through the 
restriction of credit has precipi- 
tated something close to a finan- 
cial crisis in the past eight weeks, 
and whole batteries of adminis- 
tration spokesmen have lined 
themselves up with the argument 
that credit must be allowed to ex- 
pand further. Similarly, the ef- 
forts of steel companies to resist 
wage demands of the steel- 
workers union may wel] result in 
a debilitating strike, followed by 
a new and steeper round of wage- 
price inflation. 


Moral For Investors 
In this bear-by-the-tail situa- 
tion, the moral for investors 
should be clear. While the influ- 
ences that precipitated the 1929 
recession may have been largely 
subdued in the past fifteen years, 


the American economy is_ not 
without its problems, and the 
problems are growing increas- 


ingly acute. The “new era” may 
be here only in the limited sense 
that the old disorders are no 
more, but they have apparently 
been replaced by a set of new dis- 
orders which are equally serious. 

In particular, it might be noted 
that a large proportion of the ar- 
tificialities injected into the Amer- 
ican economy since the early ’thir- 
ties affect incentives to invest. 
At the moment, American busi- 
ness is investing at. an unprece- 
dented rate, and the makers of 
investment goods from steel to 
packaging machinery are enjoy- 
ing extremely good business and 
very satisfactory profits. Never- 
theless, the constant upward pres- 
sure on costs generated by the 
systematically inflationary bias of 
the American economy, as it is 
constructed today, is persistently 
eroding the incentives for invest- 
ment, and companies operating in 
sapital goods lines are becoming 
increasingly sensitive to reces- 
sion. Similarly, in utilities indus- 
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tries, where administrative rate 
adjustments always lag behnd ris- 
ing costs, profits (and security 
valuation) may also be in for 
rougher weather. Finally, in the 
homebuilding and automotive in- 
dustries, where Federa!ly-stimu- 
lated debt expansion has already 
run a long uphill course, there are 
strong indications that intense 
recessionary pressures are now 
emerging that will be difficult to 
control. END 





For Profit and Income 
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cause of (1) comparatively low 
foreign crude oil producing costs, 
especially in the Mid-East; and 
(2) faster rise in foreign con- 
sumption, as heretofore cited. 
Gulf 

Among the international com- 
panies, Gulf Oil, controlled by the 
Mellon interests, is a good choice 
to earmark for later buying. It 
has huge crude reserves, especial- 
ly in Kuwait, which is one posi- 
tion that the West, under British 
leadership, would be most determ- 
ined to hold in any possible show- 
down. The Gulf management is 
aggressively expansion-minded, as 
emphasized by its recent acquisi- 
tion of Warren Petroleum, an en- 
largement of its controlling stock 
interest in British American oil, 
second largest Canadian oil enter- 
prise, and purchase of a large 
block ($120 million) of convert- 
ible debentures of Union Oil of 
California, apparently paving the 
way for later merger of that com- 
pany. Profit may reach about $10 
a share this year, against 1955’s 
$8.19. Currently at 114, against 
recent high of 1291, the stock is 
priced at about 11.4 times earn- 
ings. Yield provided by the $2.50 
cash dividend is low; but the 4% 
stock dividends paid annually in 
recent years are expected to con- 
tinue, making over-all return rel- 
atively good. The company paid 
100% stock dividends, equivalent 
to a 2-for-1 split, in 1951 and 
1936. Another appears likely in 
no great time. 


Choice 

We think it would make sense 
to watch for buying levels in 
aluminum stocks and to get out of 
coppers on rallies. Coppers have 
thrived on shortage, largely re- 
sulting from a series of mine 
strikes—not basic growth of de- 
mand. Per-capita consumption is 
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well under former peak level 
The price structure (artificial) 
inflated) is under pressure. Per 
capita consumption of aluminug 
has more than doubled in the shor 
span since 1951; and usage, i 
pounds, is now well ahead of tha 
of copper and all other non-fey 
rous metals. At roughly half tha 
of copper per pound, the price j 
moderate, firm and _ profitablé 
Large further long-term growt 
of the industry is indicated. Th 
stocks have reacted considerab)j 
from their highs. They are stil 
liberally, but not too extremel 
priced on earnings to be reporte 
for 1956; but they are reasonablt 
priced on cash earning power (ne 
before depreciation and acceler 
ated amortization). As thes 
charges eventually recede an 
sales gain further, reported earn 
ings figure to rise sharply. 


Values 


Some conservative income stock 
also are gradual-growth stocks 
reasonably priced on earnings an 
yielding around or close to 5% 
They merit consideration ij 
market decline. Three examples 
Beneficial Finance at 21, seve 
dividend boosts since 1946; Na 
tional Dairy Products at 38, nin 
boosts in annual payments sine 
1946; and Union Tank Car at 33 
six dividend boosts since 1946 
with one in March of this yeal 
the fourth increase since 1952. 

—ENJ 
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Ohio Valley 





(Continued from page 340) 


Tennessee and the Kanawha, hav 
been developed with 9-foot chan 
nels that make possible economi 
cal waterway shipments to th 
South, Midwest and abroad vii 
the Gulf Coast through the con 
nection with the Mississippi 
while traffic moving in the opp 
site direction has a direct wate 
connection between the coal an 
other raw materials sources 0 
eastern Kentucky, Virginia an 
West Virginia, through the Ohio’ 
connection with the Monongahela 
and Pittsburgh. 

Some idea of the teeming ac 
tivity going on in the Valley i 
had from the fact that in the post 
war years to the end of 1955 ap 


proximately $8 billion has beel gin 
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and expansion. A list of com- 
panies that have contributed to 
this growth would read like 
“Who’s Who in Industrial Amer- 
ica”. It would include such com- 
panies, aside from those already 
mentioned, as General Electric, 
Ford Motor, Westinghouse, U. 8S. 
Steel, Eastman Kodak, Foote 
Mineral, Bendix Aviation and 
Union Carbide & Carbon. 

At Ravenswood, W. Va., Kaiser 
Aluminum & Chemical is putting 
the finishing touches to an alu- 
minum rolling mill that by July 
of this year is expected to be pro- 
ducing 72 million pounds of alu- 
minum sheet and foil, and by 1959 
this mill plans to be producing at 
a rate of 250 million pounds an- 
nually. New reduction and alu- 
mina plants also under construc- 
tion there are scheduled for com- 
pletion mid-1957. Kaiser’s invest- 
ment in the Ravenswood mill and 
reduction plant will total about 
$220 million. Some sense of the 
great activity at Ravenswood is 
conveyed by the recent comments 
of Philip Sporn, President of 
American Gas & Electric Co., fol- 
lowing his visit there. He said: 
“Everywhere you drove you saw 
signs of activity, and of coming 
activity. The new roads, new 
shopping centers, new service sta- 
tions, new restaurants and motels, 
the new and modern housing de- 
velopments, new communication 
facilities—all attest the fact that 
something new and vigorously 
alive is going on there.” In his 
opinion, ‘Ravenswood is the Ohio 
Valley and the Ohio Valley is 
Ravenswood.” 


Action At Clarington 


The Ravenswood scene is likely 
to be duplicated at Clarington on 
the Ohio River once Olin Mathie- 
son Chemical Corp. hits its stride 
in constructing its new $90 mil- 
lion alumina plant, reduction 
plant and aluminum rolling mill, 
in connection with which it will 
invest another $30 million for 
necessary power facilities. A 
unique feature of the power plant 
which is to be engineered and 
built by American Gas & Electric 
is that it will be erected on a new 
major coal mine to be owned and 
operated by the Pittsburgh Con- 


386 


solidation Coal Co. The power 
plant will consist of two units de- 
signed for development up to 1,- 
850,000 kilowatt capacity, both of 
which will be operated by AGE’s 
subsidiary, Ohio Power Co., and 
integrated into the American Gas 
& Electric System. To service the 
site at Omal, Ohio near Claring- 
ton, the Pennsylvania Railroad is 
extending its tracks at a cost of 
several million dollars. 

Undoubtedly, there was a com- 
bination of attractions that lead 
both Kaiser Aluminum and Olin 
Mathieson to pick the Valley for 
their new aluminum plants. Kai- 
ser, in commenting on its Ravens- 
wood project, emphasized the ad- 
vantages of the Ohio River which 
will provide economic water 
transportation with its alumina 
plants and its Jamaica bauxite de- 
posits. In picking Ohio Valley 
sites both companies, like others 
before them, didn’t overlook the 
strategic location to markets in 
the Eastern and Midwestern 
states, and easy access to four 
major Atlantic ports and ports 
on two of the Great Lakes. 
Another feature of the Valley is 
the favorable tax structure. The 
rate of tax, of course, varies in 
the several states, but state and 
local authorities strive for low 
taxes to encourage industrial de- 
velopment, and the creation of an 
environment of economic coopera- 
tion. 


All These Advantages 
and Coal, Too 


These are some of the advan- 
tages the Valley holds for all 
types of industry. To paraphase, 
a fitting comment would be “all 
these and coal, too.” As has al- 
ready been said, the production of 
primary aluminum requires vast 
amounts of electricity. The Valley 
with its great abundance of re- 
sources in coal has an almost un- 
limited supply of electric energy. 
Through a combination of enter- 
prise and technical skill by the 
electric utilities in the Valley 
there has been brought into ex- 
istence a system of electric power 
supply capable of meeting almost 
any demand for electric energy on 
a basis of cost to the user almost 
unmatched in any other part of 
the United States. One reason for 
this is that the technology of 
burning coal for electric power 
generation has been develbped to 
the highest conceivable point there 
in the Valley. ; 

The availability of electric 


power was one of the major fac. 
tors that decided Oak Ridge, 
Tenn., as the site for the first 
atomic plant during World War 
II. Since then other atomic pro. 
jects have been built in the Valley, 
the most recent being the giant 
atomic plant in southern Ohio. To 
supply this new plant’s power re. 
quirements 15 of the Valley’s 
electric companies formed and 
privately financed the Ohio Valley 
Electric Corp., and its subsidiary, 
Indiana-Kentucky Electric Corp., 
to build at a cost of about $385 
million two plants having a gener- 
ating capacity of 2,365,000 kw. 
These two plants are the largest 
generating stations ever built by 
private enterprise and are supply- 
ing the AEC’s project its full 
power requirements of 1,950,000 
kw. at a cost lower than estimated 
back in 1952 when the AEC en- 
tered into a 25-year contract with 
OVEC for power for the new 
atomic plant. For size and speed 
of construction, the OVEC project 
is unprecedented in the history of 
the private electric utility indus- 
try. Within 26 months from the 
time ground was broken the first 
generating unit at each plant went 
into production. 

The River and the Valley’s coal 
resources and its supply of rela- 
tively low cost electric energy are 
attractions also for industries 
other than steel and aluminum 
production. Into the Valley in re- 
cent years have come a variety of 
other industries lead, in numbers, 
by chemical companies. In this 
latter group are Allied Chemical 
& Dye, the Marbon Chemical Divi- 
sion of Borg-Warner, E. I. du 
Pont deNemours, Celanese Corp. 
of America and Columbia-South- 
ern Chemical, these being at- 
tracted by the Valley’s raw ma- 
terials, but particularly coal the 
by-products of which include coke, 
coke-oven gas, tar, the invaluable 
light oils, and ammonia. 

The Valley’s outlook is for con- 
tinued growth. True, there may 
be lulls from time to time in keep- 
ing with the general trend—up or 
down—of our overall economy. 
Unquestionably, further expan- 
sion will be stimulated by the de- 
velopment of the St. Lawrence 
Seaway, and the prospects of 
growing importance of Great 
Lakes ports in the next few years 
as well as the movement for plant 
dispersion that will bring about 
new plant construction away 
from metropolitan target areas. 

END 
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Keeping abreast of 
Industrial and 
Company News 





(Continued from page 369) 


With many of the nation’s oil 
companies entering the uranium 
field at least two uranium compa- 
nies are reversing the usual order 
by spreading their wings in the 
direction of the oil industry. 
William R. McCormick, president 
of Standard Uranium Corp., and 
Charles A. Steen, president of 
Utex Exploration Co. have an- 
nounced that their companies 
have entered into a joint natural 
gas and oil venture in Eddy 
County, New Mexico. The prop- 
erties purchased in the Standard- 
Utex venture cover. some 2,000 
acres and include two producing 
wells. Mr. McCormick stated that 
Sinclair Oil & Gas has agreed to 
buy the total oil production. Mr. 
McCormick said the two produc- 
ing wells have a reserve estimated 
at 400,000 barrels. “Based on 
production of these two wells 
alone we expect to pay out our 
entire cash investment in ap- 
proximately one year,” he said. 
Preparations are now under way 
to drill six more wells, to be com- 
pleted in the next three months. 
Standard and Utex are negoti- 
ating for further gas and oil 
property acquisitions to be carried 
out jointly. 


United Engineering & Foundry 
Co. backlog has risen again 
(MAGAZINE, May 12, Page 264). 
As of April 24, backlog was at 
$103 million. Consolidated back- 
log of business carried forward 
into 1956 was about $76.4 million, 
against $41.6 million a year 
earlier. The company is optimistic 
about 1956 prospects. —END 





Tool Makers Face 
Divergent Prospects 





(Continued from page 351) 


outstanding shares and per share 
earnings for both periods are 
after adjusting to the 2-for-1 stock 
split in October, 1955. On the 
basis of latest earnings report and 
the excellent showings in recent 
years, current dividend indicated 
at $1.00 annually is conservative 


JUNE 9, 1956 





-_ - 


108th CONSECUTIVE QUARTERLY CASH DIVIDEND 
The Board of Directors has declared a quarterly 


cash dividend of 


$.25 per share on Common Stock 


payable June 30, 1956 to stockholders of record 
at close of business June 15, 1956. 


June 1, 1956 
OVER 1,000 OFFICES 


but in view of expansion program 
in this and foreign countries, the 
dividend rate may hold at present 
level and possibly supplemented 
by an extra or a moderate stock 
dividend. 

Cincinnati Milling Machine Co., 
showed a somewhat startling in- 
crease in sales for the 12 weeks 
ended last March 24, by compari- 
son with the like period of a year 
ago. In the latest period sales of 
$32.4 million increased by $11.7 
million from $20.1 million in the 
12 weeks to March 19, 1955, a 
gain of approximately 55.2 per 
cent. Net income after taxes for 
the first 12 weeks of this year 
showed an even greater gain, in- 
creasing from $863,874 a year ago 
to $2,174,221 for the 1956 short 
period, the increase being approx- 
imately 152 per cent. On a per 
share basis, earnings in the first 
12 weeks of this year were $1.24 
as compared with 48 cents a year 
ago. These per share figures are 
after giving effect to the 2-for-1 
split in December 1955. Since the 
end of 1955 Cincinnati’s order 
backlog has risen from $90 mil- 
lion to $106 million as of March 
24, this year, the latter total rep- 
resenting business scheduled for 
shipment into 1957. The new stock 
currently on an indicated dividend 
basis of 40 cents quarterly is sell- 
ing around 47 to yield 3.4%. At 
this price the shares are within 
approximately two points of the 
1955-56 high of 491, reflecting 
the company’s immediate earn- 
ings prospects and its longer- 
range potentials because of its 
broad line of machine tools and 
its diversification in cutting fluid 
products, a growing range of pre- 
cision grinding wheels, and a 
chemical subsidiary with two di- 
visions manufacturing additives 
for use in the food, soap, lubri- 
cant, plastic, paint, and other in- 
dustries. —END 





Wm. E. Thompson 


Secretary 
IN U. S. AND CANADA 





ALLEGHENY LUDLUM STEEL CORP. 
Pittsburgh, Penna. 


At a meeting of the Board 
of Directors of Allegheny 
Ludlum Steel Corporation 

NL held today, May 17, 1956, a 
dividend of forty cents 
($0.40) per share was de- 

clared on the Common Stock of the 

Corporation, payable June 30, 1956, to 

Common stockholders of record at the 

close of business on June 8, 1956. 

S. A. McCaskey, Jr., Secretar) 














Market Forecasting 
Business Trends 





(Continued from page 335) 


ago levels, despite shrinkage in 
housing starts. Trade opinion is 
that home starts probably will 
rise slightly later on. 

The selective rise in industrial 
prices has continued, but at a 
slower rate. It will get added im- 
petus from the steel wage-price 
settlement at least in capital- 
goods lines; but will impose cost- 
absorption problems for indus- 
tries operating in buyers’ mar- 
kets, such as automobiles and 
appliances. Farm prices have been 
in a recovery phase since last De- 
cember. 

Regardless of the price trend, 
the rate of inventory accumula- 
tion in the second half figures to 
be well under that of the first 
half. That is on the minus side in 
the business balance sheet. Pro- 
duction in the key automobile in- 
dustry is running further and 
further under the fantastic year- 
ago levels, but is still too high as 
indicated by huge excess in deal- 
ers’ inventories. However, the 
third-quarter sag is bound to be 
followed by a rebound in the 
fourth quarter to get dealers 
stocked with 1957 models. It is 
still possible that in over-all busi- 
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ness activity the final quarter can 
be the best of the year. But that 
is not saying a great deal, for any 
gain over the first-half average, 
or over the 1955 fourth quarter, 
would figure to be modest at best. 
That means that, also at best, the 
general outlook for corporate 
earnings and dividends is rela- 
tively static, especially as com- 
pared with sharp gains in 1955. 
This, plus ample valuations, could 
put a ceiling on stock prices 
around or under the spring highs. 








MARKET ACTION OF 
M.W.S. STOCK GROUPS 
Percentage Changes 


Dec. 30, 1955—May 25, 1956 
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On the other hand, the floor de- 
pends on continuing avoidance of 
cyclical business recession. As to 
that, the fourth-quarter “feel of 
things” might give some clues. 

It will remain a selective mar- 
ket. But, with the underlying 
trend now in doubt and with stock 
buyers somewhat less willing to 
take risks than previously, we 
may well see strength in fewer 
stock groups and individual issues 
than heretofore. As it is now, 
even on a rally, more stocks are 
recording new lows daily than 
are getting to new highs. Our 
broad weekly index is about where 
it was at the start of the year. So 
are utilities, communication, food 
brands, food stores and a few 
other groups, mostly of so-called 
defensive type. Against that, as 
shown by the chart on the cover, 
we note net gain of 14% on the 
year for the favored paper group, 
against a net decline of 8% for 
the unliked automobile group. 
Some contrasts, brought out by 
the bar graphs on this page, are 
even wider. At the opposite ex- 
tremes are aluminum, up 23% on 
the year despite a sharp mark- 
down from recent highs, and agri- 
equipment, down 23% on the year 
and still largely friendless. 


Measured by price-earnings ra- 
tios, dividend yield and ratio of 
stock yield to bond yield, the mar- 
ket is much less vulnerable than 
at the 1929 and 1937 tops; and 
moderately less vulnerable than 
at the 1946 peak. But, by the same 
token, it is more vulnerable than 
at the 1948 high, which was fol- 
lowed by a 12-month decline of 
16.3% by the industrial average; 
and than at the early-1953 top, 
which was followed by a 13% re- 
treat in eight and a half months. 
The 1948 decline started from 
close to a 6% yield level for “‘the 
Dow,” which stood at 8.4 times 
earnings; and the 1953 retreat 
took off from a 5.4% yield basis, 
with the price-earnings ratio 10.8 
—both as a result of concern over 
business prospects, as in the pres- 
ent situation. There is one differ- 
ence not in favor of bulls—at the 
April high the yield was only 
4.1% and the price-earnings ratio 
was 14.2; and at last week’s close 
these figures were 4.5% and 13.4, 
respectively, based on dividends 
for 12 months through March and 
on 1955 earnings. It is a dubious 
market. Act accordingly. Look to 
your defenses, as regards reserves 
and quality of portfolio holdings. 

—Monday, June 4. 


THE 








Answers to Inquiries 





(Continued from page 370) 
pany increased the price of most 
of its shoes October 1, 1955, the 
first advance since December 1, 
1952. Price advances were gen- 
eral throughout the industry. Fur- 
ther increases may be made. 

Practically all of the company’s 
sales divisions showed gains in 
1955. Outstanding increases were 
shown in a line of men’s and 
boys’ shoes retailing from $6.95 
to $8.95. 

With principal employe con- 
tracts established for at least two 
years, combined with the gener- 
ally favorable economic outlook, 
the company looks for a good year 
in 1956. 





As | See It! 





(Continued from page 333) 
security has already become a 
racket. When household and office 
workers can draw weekly checks 
for relief while employers and 
householders are desperately look- 
ing for help that pretty much tells 
the story. 

Is it any wonder the countries 
abroad are not interested in our 
way of life and don’t want it? 
The only things they like about 
us is our money—our industrial 
know-how—our trade—while they 
keep their press full of anti- 
American propaganda. 

It seems to me that unless we 
face things squarely and take the 
proper steps to solve our preb- 
lems realistically we are headed 
for even greater disorganization 
and disintegration. It is particu- 
larly important in this dangerous 
election year that we decide mat- 
ters intelligently—not politically 
—if we are to bring sanity back 
to both domestic and foreign af- 
fairs—get down to the kind of 
work that will prevent the in- 
dustrial readjustment from grow- 
ing into anything worse—and 
carry on a sound policy abroad 
to prevent Russia from making 
“hay” while we are indulging our- 
selves in political pyrotechnics. 

Unless we do that I will be 
sorry for the man elected to 
shoulder the responsibilities of 
the Presidency of the United 
States next fall—for he will be 
called upon to cope with the most 
formidable and, in many in- 
stances, unmanageable problems. 

—END 
STREET 
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POPOCOSSEHE 


Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important—To Investors With $20,000 or More!) 


* 


gy nvestment Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years) ... by 
helping them to build up their capital to a 
level where they enjoy financial independence 
... and by aiding them in the management of 
their funds, securely and productively, once 
they have reached retirement status. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and tomorrow’s outlook in this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account... advising retention of those most attrac- 
tive for income and growth ... preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 





* 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT 


SERVICE 


A division of THE MaGazInE oF WALL STREET. A background of forty-eight years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 





“Only the map’s the limit 


when you vacation by car” 


How more families are finding more rewards in pleasure driving 


“7 WASHING- 
TON, D.C. “Of 
the 80 million 
Americans 
who'll take a 
pleasure trip 
this year, ’dsay 
no less than 85 
percent will go 
by automobile.” 
So says Andrew 
Sordoni, presi- 

dent of the world-famed American 

Automobile Association. 

‘Actually, the number of Americans 
who hit the road for pleasure has 
tripled since 1940, and has increased 
thirty-fold since the 1920’s,” Mr. 
Sordoni says. “This upsurge in tour- 
ing by automobile is, truly, one of the 
great social phenomena of our age. 

“Extraordinary? Yes. And it all 
stems from our cherished American 
standard of living!” 


Andrew Sordoni 


How has it come about? 


And Mr. Sordoni adds, ‘“‘Here’s the 
quick picture: More money earned, 
more goods produced. A shorter work 
week. Plus what has become an 
American institution: the annual paid 
vacation, in which automobile travel 
figures so hugely. 

“Equally important, of course, is 
today’s automobile itself! In conven- 
ience, in economy, it’s better than 
ever. No wonder the automobile is 
bringing America a new concept of 
living and pleasure!”’ 

As Mr. Sordoni sees it, automobile 
touring is an ideal family-shared 
pleasure. 

‘Vacationing together by automo- 
bile means doing things together. It’s 
like a classroom on wheels for young- 
sters. They absorb knowledge pleas- 
antly and painlessly. 

“The travel curriculum is bound- 
less, ranging from geography and 
history through all kinds of science— 
botany, zoology, archaeology — to 
modern industry and the operations 
of government. 

“‘And how much more is the vaca- 
tion mobility—so markedly unlike 
years ago when vacationists spent 
their entire summer more or less im- 


NATIONAL STEEL 


GRANT BUILDING 


me 


mobilized at a single mountain or 
seaside resort. Today the average 
family travels About 1200 miles in 14 
days away from home, spending two 
or three days at perhaps five prin- 
cipal centers of interest. All this is 
possible, of course, because the auto- 
mobile is one of the most economical 
ways there is to take a vacation.” 


What’s ahead? 


“Our studies show that Americans 
traveled more than 111% billion miles 
last year, on pleasure trips alone. 
This year the figure will encompass 
perhaps 15 billion miles of vacation 
travel! 

‘“‘And the future? Well, today there 
are more than 50 million passenger 
cars on the road—about one car for 
every three persons. And the prediction 
for 1965 is that there will be at least 
70 million cars using our highways.” 

Looking ahead, the AAA president 
says: “In keeping with today’s trend 
toward more leisure, and in line with 
the impending superhighway im- 
provement program, we can see more 
and more families enjoying the pleas- 
ures of leisurely long distance travel 
by automobile.” 


National’s role 


We at National Steel take pride in the 
great contribution of the automobile 
to the health and prosperity of our 
people and our nation. Because Na- 
tional Steel, through two of its major 
divisions — Great Lakes Steel at 
Detroit, Michigan, and Weirton Steel 
at Weirton, West Virginia—is a major 
supplier of the better, stronger steels 
used by automobile manufacturers. 
Through the skilled engineering 
and manufacturing of the automobile 
industry, this nation each year enjoys 
ever safer, stronger, more economical 
cars. Our constant goal—through re- 
search and cooperation with the auto- 
mobile industry—is to make better 
and better steel for still greater safety, 
strength and economy in the cars and 
trucks of today and tomorrow. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation ¢ 
Hanna Iron Ore Company « National Steel 
Products Company ¢ The Hanna Furnace 
Corporation ¢ National Mines Corporation 











CORPORATION 


PITTSBURGH, PA. 








